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NATIONAL AFFAIRS, POLICY 


MACROFINANCE CONTROL WITH CENTRAL BANK CREDIT PRUPOSED 
Beijing JINGJI YANJIU [ECONOMIC RESEARCH] in Chinese No 10, 20 Oct 86 pp 55-57 


[Article by Zhao Haikuan [6392 3189 1401], Financial Research Off.ce of the 
People's Bank of China: "Controlling Central Bank Loans Is the Best Method 
for Macrofinancial Control"] 


[Text] Simce reform of the financial system began, how to achieve macrofinan- 
cial control while stimulating microfinance has been a problem that has not 
been truly resolved. Until this problem is resolved, we cannot or dare not 
continue to relax our efforts, and it will be difficult to carry forward re- 
form of the financial system. 


I, Objective of Macrofinancial Control 


Banks are an important sector for the state's applicatien of macroeconomic 
control, and macrofinancial control is a major means fer the state to achieve 
macroeconomic control. Therefore, the objective of macroeconomic c’atrol--to 
strive for a balance between society's overall supply and overall demand--is 
also the objective of macrofinancial control, In addition to enthusiastically 
supporting and developing industrial and agricultrual production and the terti- 
ary industries, and, to the extent possible, further increasing the supply of 
commodities and labor, macrofinancial control primarily regulates the overall 
supply of money in society (ordinarily, there is not much change in the rate of 
currency turnover, and this may be treated as a constant) so that it corres- 
ponds to the scale of overall social supply. 


The total money supply is the amount of cash and transfer-account currency 
put into society. It is basically comprised of bank loans, Movements of 
funds in other sectors of the economy (i.e., nonfinancial sectors) are only 
able to affect the distribution and rate of circulation of social currency; 
that is, when currency is transferred from one sector to another, the rate of 
currency circulation is accelerated or slowed, but the moncy supply cannot be 
directly increased or reduced, The same is true for revenue and expenditure. 
When revenue and expenditure are in balance (including balance achieved by 
funds raised through the issue of bonds to society). Finance that comes from 
society and is expended in society ircreases only the number of times currency 
is circulated and redistributes it in society. When there is a surplus or 
deficit in revenue and expenditure, the result is either an increase or a de- 
crease in the amount of currency in society. This comes about by increasing 











or reducing bank deposits or borrowing from or overdrawing on banks by the 
financial bodies fof society]. Borrowing from or overdrawinr on banks naturally 
increases the amount of loans from banks, If there is no change in the sources 
or application of bank funds, reducing or increasing bank deposits necessarily 
brings about a corresponding increase or decrease of funds for bank loans. That 
is, when financial deposits increase, bank loans may also increase, and when 
financial deposits increase, bank loans may also increase, and when financial 
deposits are reduced, bank loans may also be reduced. The root of this is that 
changes in hank loans affect the total money supply in society. Of course here 
we are speaking only of the total sources of society's money supply, which is 
not to say that economic movements in nonbank sectors have no effect on overall 
demand. On the contrary, in addition to affecting the rate of currency circula- 
tion, the economic movements of these methods and ordered plans China originally 
used can achieve macrofinancial control. Loan plans are ordered; if the head 
office does not increase the quotas, the country's total loans cannot be ex- 
ceeded, aud the money supply cannot be increased. But this approach lacks fiexi- 
bility and gives the grassroots units too little authority, making it impossible 
to mobilize the enthusiasm of grassroots banks and the masses of bank cadres, 
which does not promote microfinancial invigoration; this must be reformed. 

Given actual conditions over the last several years, although using methods 
widely used in the West, such as adjusting the rediscounting rate and deposit 
reserve rate and engaging in public market operations does promote microfinancial 
stimulation, it is very difficult to effectively control macrofinance. That is 
because certain conditions must be present in order to use this approach, and 
these conditions are not present in China at present, 


First, public market operations involve selling government bonds on the market 
to regulate total loans and the market's money supply; China's treasury bonds 
cannot yet be bought and sold, and the central bank does not deal in negotiable 
securities, so of course they cannot be used. Even if treasury bonds can be 
bought and sold in future, it will be necessary to see whether the needed 
quantities are reached; if there are not many, trading in this type of bond on 
the market will not have much effect on total bank loans and total social money 


supply. 


Second, adjusting the deposit reserve rate can certainly have a major effect on 
controlling the scale of loans and the total money supply, but it can be truly 
effective only after the central bank frees itself from the responsibility to 
supply needed funds to the specialized banks and the specialized banks do the 
same as regards enterprises, Otherwise, although the central bank raises the 
deposit reserve rate and reduces the deposits, sectors can be used to force 
banks through various methods to supplement their loans, so that overall social 
demand is expanded, for example, by making more fixed-asset investments or 
letting out less circulating funds; by first applying the fmds controlled to 
other areas and permanently lowering funds for the purchase of grain and cotton; 
by financial expenditure exceeding revenue and causing deficits, and so on, 


Bank loans are usually made up of cash, individual current deposits that can be 
used to settle transfer accounts, and some savings deposits. Individual time 
deposits and other funds cannot be used to settle transfer accounts, The 

first two forms of funds are the actual currency supply that we must regulate. 








The third form cannot serve as buying power until it changes form and it is 

' not actual but rather a potential supply of currency. When total amounts of 

| bank loans remains constant, if the amount of the third form of currency, i.e., 

potential currency, is increased, then the first and second form of funds, 
i.e., actual currency, will be reduced, and vice versa. Therefore, we need 
only bring the total amount of bank loans under control, properly handle the 
intake of savings deposits and individual time deposits, and ensure that the 
proportion of potential currency created by loans does not fall, the money 
supply can then be controlled and the objective of macrofinancial control can 
be realized. 


II. Traditional Methods Unsuitable for Future Need for Macrofinancial Control 
in China 


increasing enterprise vitality and stimulating the econmy are central links in 
reforming China's economic system. The macrofinancial control methods needed 

by China must, therefore, be able to effectively control macrofinance and 
promote microfinanciai invigoration. The administrative that can be used by the 
specialized banks, the shortfall of funds thereby created can be made up 

through increased borrowing from the central bank, and the effects on the total 
amount of loans do not have the anticipated result. 


Third, adjusting the central bank's loan interest rate or rediscounting rate 
may produce a certain effect on the amount of borrowing by specialized banks 
from the central bank, but with the specialized banks not yet having imple- 
mented enterprise-style management this effect is very limited. Under these 
circumstances, raising the interest rate on loans by the central bank to the 
specialized banks so that the specialized banks pay more interest to the 
central bank primarily affects the profits paid up to financial bodies and the 
higher -echelcn banks, having very little effect on the income of the grassroots 
banks and particularly the staff and workers of grassroots banks. When grass- 
roots banks seek funds from higher-echelon banks and the specialized banks bor- 
row from the People's Bank, they do not pay much attention to interest rates. 
In future, as reform of the financial system progresses, there must be a much 
greater degree of enterprisation of banks. Since China's specialized banks, 
credit cooperatives, and other financial bodies must all bear some policy as- 
signments, they cannot make earning profits their sole operating goal. There- 
fore, the effect of adjusting interest rates on the scope of loans cannot be 

as effective as it is in capitalist countries. 


III. Controlling Central Bank Loans to Specialized Banks May Be Best Suited 
for Macrofinancial Control in China — 


Using central bank loans to exert macrofinancial control means suitably in- 
creasing or reducing the amount of central bank loans according to national 
macroeconomic policy, thereby controlling the overall scope of loans and money 
supply. This approach has the following characteristics: 


1. It makes it possible to exert effective macrofinancial control. After the 
central bank issues a loan to a specialized bank, the specialized bank uses it 
to issue a loan to an enterprise, and the deposit created with this loan is 





reissued as a new loan, so that the scope of loans is expanded as much as 
possible. But the degree to which it can be expanded is limited, and it can 
be calculated using the currency multiplier relationship. In this way, in- 
creasing or reducing central bank loans can be used effectively and fairly 
accurately to control total loans and total money supply. 


China is a socialist country and cannot do away with credit plans; but they 
should be used instead primarily to control the credit structure. Fixed-asset 
loans or other loans requiring strict control should be subject to ordered 
plans, with loan quotas that may not be exceeded without approval. For grain 
and cotton purchases and other set loan quotas, funds are provided by the head 
office of the People’s Bank within the established loan amounts and accordirg 
to the actual loars of the specialized banks. Other loan quotas should al! be 
gradually converted to set quotas. The central bank issues loans to the 
specialized banks according to the need for macrweconomic control, It is not 
responsible for providing funds over what is allowed under the macroeconomic 
controls; the specialized banks should also determine their credit according 
to their own funds. They have no responsibility for satisfying enterprise 
needs for circulating funds. 


z. It is beneficial in invigorating bank activity. As stated above, the 
specialized banks can use central bank loans to expand the scope of their 
loans. In reality, the specialized banks will encounter a good many obstacles 
in struggling to achieve this scale, but from one viewpoint overcoming this 
obstacle also means increasing the specialized banks' own vitality. 


First, not all loans of the specialized banks can be converted directly into 
deposits controlled by the specialized banks; some of them must first be con- 
verted to cash, financial deposits, and so on. This converted cash can then 
in turn be divided into three parts: first, savings deposits taken in by the 
specialized banks; second, funds transferred to commercial and service sectors 
by their holders purchasing commodities ani paying for labor, or sectors in- 
creasing their deposits in the specialized banks or paying off their bank 
loans; third, funds remaining in the market, increasing the money circulating 
in the market. Funds converted to savings deposits and the deposits of the 
commercial and service sectors increase the specialized banks’ total deposits; 
cash remaining in the market cannot increase deposits in the specialized banks. 
Funds used by commercial and service sectors to repay bank loans not only can- 
not increase deposits, they also reduce bank loans. If the financial deposits 
converted from specialized bank loans are very quickly expended by the finan- 
cial departments, then a new cycle can begin, and the funds can again be 
broker. down into deposits reverting to specialized bank control, cash and de- 
posics reverting to central bank control, cash, and so on, If they are not 
paid out, they become financial surplus deposits, all of which are controlled 
by the central bank, Those deposits reverting to central bank control also 
cannot be used by the specialized banks to expand their loans. Second, spe- 
cialized bank loans resulting from converted loans also cannot be re-lent; 
some of the deposits may be used by the owner to repay bank loans or to pur- 
chase stocks and bonds, At the same time, because of China's vast size, its 
multitude of banking institutions, and other factors, some of the specializeu 
banks’ newly added deposits frequently become pudi [6917 1646) [capital?] 





funds, forming what is called "surplus deposits," deposits in excess of what 
the reserves in the central bauk should be. Within the limits of the maximum 
achievable scope of loans, the extent to which the specialized banke can 
actually use central dank loans to expand their loans is determined to a great 
degree by the efforts of the specialized banks. If the specialized banks do 
well at taking in deposits, using different methods, giving resonable interest, 
and good service, then there will be more deposits that can revert to special- 
ized bank control. If fumds are allocated flexibly, circulating funds among 
enterprises in the same trade are broadly developed, and credit funds are fully 
utilized, then most of the increased deposits can be put to use and the scope 
of loans somewhat increased. Otherwise the scopz of specialized bank loans 
cannot be much expanded. One other point should be made here: “scope of loans” 
here refers to the total amount of loans of all specialized banks. What pro- 
portion of this total loan a given specialized bank can have is primarily de- 
termined by how each specialized bank competes. If it is well run and highly 
competitive, it will have more of that credit; if it is poorly rum and not very 
competitive, it will have less. This clearly shows that controlling central 
bank loans to achieve macrofinancial control can forcefully invigorate micro- 
finance. 


IV. How To Use Central Bank Loans To Achieve Macrofinancial Control 


Central bank loans can be used flexibly accurding to the national macroeconomic 
policy. When the money supply is too great, production is growing too fast, 
and prices are rising, the amount of loans is reduced; in the opposite situa- 
tion, the amount of loans is increased. The key here is the appropriate de- 
gree; i.e., the change in the money supply induced by increasing or reduc ‘ag 
central bank loans should correspond to objective necessity. To achieve this, 
the central bank must increase its survey, research, and information work so 
that it will be prepared to control economic growth, the balance between over- 
all social supply and demand, and changes in prices ind currency value. It 
must also pay close attention to information feedback; while paying attention 
to time-lag factors, timely adjustments in central bank loans according to 
market vhanges will enable it to approach actual macroeconomic demand. 


Implementation of this approach also requires integrating the adjustment of 
deposit reserve rates and interest rates, and particularly adjusting deposit 
reserve rates and improving financia] laws and regulations as well as auditing. 


13322/12859 
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NATIONAL AFFAIRS, POLICY 


CHANGES TN [WO BOONOMIC MODELS DISCUSSED 


Fuzhou ZHONGGUO JINGTI WENTI [CHINA'S ECONOMIC ISSUES] in Chinese No 1, 20 Jan 
87 pp 1-9 


[Article by Liu Guoguang [0491 0248 0242]: "Need for New Models in China's 
Economy" } 


[Text] The Chinese economy has experienced profound changes since the 3d 
Plerum of the 11th CPC Central Committee in late 1978 and will contime to do 
sc. These changes can be summed up as chinges in two models: economic 
Gevelopment strategy amd economic management. This generalization appears \n 
Comrade Zhao Ziyanj's report on the Seventh 5-Year Plan. Its gist is that the 
Seventh S-Yeer Pian is a vital pericd during which China's economic 
Gevelopment strategy amd management. system will shift from old to new maiels. 
This is a major issue which I propove to iocok at from four [sic] 
perspectives: first, its significance and subsctance; second, progress and 
problems; and third, conflicts am contradictions. 


I. The Significance and Purpose of Changes in the Two Models 
Let us exami the change in the economic development model first. 


The Chinese economy steered an extremely tortuous course in the 30 years 
between 1949 when th= People's Republic was founded and 1978. There were 
setbacks as well as successes. In terms of quiding ideology, the dominant 
theme called for maximum growth in the shortest time. It emphasized increases 
in such quantitative indicators as autput value and output volum, which were 
centered on heavy industry, while often relegating tw second place issues like 
balanced economic development, efficiency, and people's livelihood. Sometimes 
growth was achieved by sacrificing balanced growth, efficiency, and living 
standards, thus leading to serious dislocations in the ir® \strial structure. 
AS manifested in economic life, this fast-growth-at-any-cost development 
strategy stressed quantitative expansion and was biased toward heavy industry. 
High accumlation and high investment were achieved at the expense of 
consumption. Moreover, every investment brought in its wake consumption 
inflation, that is, the so-called investment miltiplier effect. According to 
the State Statistical Bureau, 4/) percent of every investment was converted 
into consumption. Hence the recurrent scenario of total social demand 
outstripping total supply in the nation’s economy. This scenaric had long 

















been a drag on economic efficiency. The gains in living standards too were 
highly incompatible with the prices such gains had exacted from the people. 


China's new economic development strategy finds succinct expression in Premier 
Zhao Ziyang's government work report to the Fourth Session of the Fifth 
National People's Congress. He summed it up concisely thus: "To search for a 
new way to strive for a more realistic growth rate and better economic results 
and give the people more tangible benefits." In terms of our subjective 
guiding consciousness, this means development strategy. In terms of abjective 
economic: progress, it means a new model of economic development strategy. As 
far as development objectives are concerned, this new economic development 
strategy or model begins to shift from the old exclusive pursuit of 
quantitative expansion to more appropriate growth with the overriding aim of 
improving economic results and raising living standards. In terms of 
development tactics, in place of unbalanced development and the undue emphasis 
on heavy industry (some sectors of which, such as steel, were favored over 
others) in the past, there are now the beginnings of a transition to a 
development pattern that is focused as well as comprehensive and balanced. 
The 12th CPC Comittee put forward several development focuses, such 

as agriculture, energy, transportation, culture, education, and science. 
Instead of being singled out for special treatment, these areas have been 
selected in a comprehensive balanced way. Such is comprehensive balanced 
development. In terms of the mode of development, there has been a gradual 
shift from the past emphasis on extensive operations (such as putting up new 
plants, resorting to additional inputs like capital, manpower, land, and 
factories) to a new reliance on intensive operations and heightened attention 
to transforming and improving the production capacity of existing enterprises 
in order to improve quality and results. 


In short, China has changed over to a new economic development strategy mainly 
to integrate growth rate, proportions, and economic results more 
satisfactorily, to coordinate accumulation and consumption, and to match 
supply with demand to ensure that the national economy will grow in a 
sustained, stable, and coordinated manner with good results. Nowadays 
everybody knows this point quite well and no detailed discussion is necessary. 
Below we concentrate on the change to a new economic system model. 


The adoption of a new economic system model is a much-discussed issue in 
recent years. Both foreign scholars and China's own theoretical community 
have classified socialist economic systems in different ways. I once wrote an 
article putting forward a fivefold classification which I will not examine in 
detail here. What I do want to discuss is a classification scheme readers may 
have read about in the press, nameiy a scheme emerging from the conference on 
board the ship, Bashan, last year. In large measure it was the brainchild of 
Hungarian economist Kornai. 


Kornai classifies economic systems according to their economic operational 
coordinating mechanisms. He divides such mechanisms into two groups: direct 
administrative coordinating mechanisms and market coordinating mechanisms. In 
the former, information flows between higher authorities and their subordinate 
levels, i.e., vertically. Enterprises and their higher administrative 
agencies in charge transmit information in the form of reports and commands. 








Horizontal interenterprise product circulation is achieved through this kind 
of information exchange, that is, from the first enterprise to the second to 
the third. This is administrative coordination.Market coordination is entirely 
as is the circulation of products of course. Information flows between 
enterprises through negotiations, orders, and contracts as well as through 
some market information, prices, interest rates, and other signals in order to 
effect the interenterprise circulation of elements of production. This is 
market coordination. 


Both the administrative coordination model and the market coordination model 
are each subdivided into two types, named IA (direct administrative 
coordination), IB (indirect administrative coordination), IIA (pure market 
coordination), and IIB (market coordination under macroeconomic control), 
respectively. Both IA and IB depend on the vertical flow of information to 
bring about horizontal product circulation. Enterprises submit reports to the 
higher administrative authorities in charge. The latter issue orders to the 
former. The difference between IA and IB is that in IA, the administrative 
authorities directly impose on enterprises detailed input-output targets. IB, 


relates to the allocation and distribution of means of production and 
materials required as inputs for some products. In this model, nonetheless, 
administrative agencies continue to exercise their power to indirectly control 
and intervene in enterprise activities by using various tools, such as 
es or waiving taxes, adjusting the percentage of profits an enterprise 

can retain pro rata, and appointing and dismissing the leading cadres cf an 
enterprise, and through myriad hints and instructions. Therefore enterprises 
in this model develop two dependencies: on the one hand, they are laterelly 


see what it needs. On the other hand, they remain vertically dependent on the 
administrative agencies, often to an extent greater than they are dependent on 
the market. Such are administrative coordinating mechanisms. 


Market coordinating mechanisms are subdivided into IIA and IIB. What is the 
difference between them? In IIA, market coordinating mechanisms are 
unrestrained. In fact this model existed only in the free competition era of 
capitalism and has disappeared from the world today. Since all capitalist 
nations intervene in the economy and apply indirect influences on enterprises, 
unrestrained market coordination cannot possibly serve as the model for 
socialist nations as they restructure their economic systems. In reporting on 
the Bashan conference last year, however, some newspapers mistakenly presented 
this as the Yugoslav model. Not so in fact. Yugoslavia retains some social 
planning and exercises a measure of macroeconomic control, however feeble. In 
reality, therefore, IIB does not exist and is only a theoretical abstraction. 


As for IIB, it applies market commodity mechanisms under macroeconomic 
control. Here we can see how IIB and IB differ from each other. We know that 
IIB tow is a kind of indirect management or coordinated management. Aren't we 
exactly trying to switch from direct management to indirect management? There 
are different forms of indirect management. One is indirect administrative 


latera 











management, which is IB. Administrative authorities intervene in enterprise 
behavior through various channels. Not only do they intervene, but they do so 
individually, in each and every enterprise, without actually issuing mandatory 
input-output plans. This is not how IIB works. Here administrative agencies 
cannot intervene frequently in enterprises with a vast battery of elaborate 
tools, such as subsidies and tax exemption. In IIB, standardized unified 
economic parameters, like interest rates, tax rates, exchange rates, and 
similar instruments are relied on to control and regulate the economy 
macroeconomically. It can thus be seen that two models both using indirect 
management and indirect mechanisms can yet be so different. One tries to 
influence every single enterprise indirectly but minutely. The other applies 
uniform parameters and standardized tools macroeconomically. 


It must be pointed out that I have just described the models as_ theoretical 
abstractions. In real life, where things are not so clear-cut, we usually 
find several models mingled together. One of them, however, necessarily plays 
a leading role. It is this model which determines the type to which the 
entire economy should belong. It is said that Hungary is dominated by the IIB 
model. In other words, while the state has abolished the making of extensive 
mandatory plans for enterprises, it stops short of eliminating direct 
management over parts of the public sector and departments in charge of the 
infrastructure. So it is not a pure model. The min thing, however, is to 
decide which model plays the dominant role. Then we can classify the economic 
system accordingly. In socialist nations, economic structural reform in 
effect means a change from one model to another. Yugoslavia went in for 
economic restructuring in the 1950's, the first nation todo so, am was 
gradually joined by other Eastern European nations in the following years. 
The substance of reform is exactly the change in model. In general, socialist 
nations all adopted the IA model to begin with, that is, direct economic 
coordination. To reform, they mst switch to IB, that is, indirect 
administrative control, or going one step further, to IIB, the model of market 
coordination under macroeconomic control. In terms of coordinating 
mechanisms, reform in socialist nations is simply this kind of model charge. 
In their studies of economic reform in Eastern Europe, Chinese and foreign 
scholars for a while in the past held that Hungarian reform is quite 
successful, though it still has many problems of course. (For instance, 
whether or not Hungary is an ideal type remains hotly debated even within the 
nation itself. Kornai argues that not one socialist nation, not even Hungary, 
has so far transcended model IB by restructuring its economic system. Sare 
Hungarian economists believe that the model is quite good and that despite its 
many shortcomings, it can be improved and supplemented. Kornai, however, 
contends that Hungary cannot stop at model IB but must move on to IIB, from 
indirect administrative management to market coordination under indirect 
macroeconomic control. 


What. then is the starting point for China's drive to restructure its economic 
system? In other words, to which model does its existing economic system 
belong? In China, too, the old economic system is in the mold of the 
traditional model, IA. In other words, direct administrative coordination 
played the leading role in the country's old econamic system. But this does 
not tell the whole story. Because of its economic and technological 
backwardness, the natural economy has had a profound impact on China. In 

















addition, for many years there were leftist errors in the guiding ideology in 
the nation's economic work. During certain periods of time, e.g., the late 
1950's and the Cultural Revolution, the supply system of War Communism was 
actually tightened and the commodity economy and the idea of distribution 
according to work were portrayed as the effects of old society. In this 
overcentralized system of administrative control, enterprises had hardly any 
autcnomy and market mechanisms did not work due to a system of planned 
management that laid too much stress on in-kind exchange. The system was 
overly isolated organizationally and too egalitarian in distribution matters. 
In centralization, the extent of in-kind exchange, isolation, and 
egalitarianism, therefore, China has gone further than all other nations which 
usea to follow the orthodox system of centralized planning. That is why I 
once characterized China's orginal economic system as a mode] of the 
traditional centralized planned econamy with elements of the supply system of 
War Comminism. There are historical background and reasons for the appearance 
of this model, including the country's natural economic tradition going back 
thousands of years and the supply system during the Revolutionary War. There 
are many other reasons but they will not be described at length here. 


The operations of this kind of economic system curb the initiative of 
enterprises and producers and affect microeconomic results, on the one hand, 
and induce quantitative growth and investment fever in a fundamental way, on 
the other. Time and again it leads to an explosion of total demand and a loss 
of macroeconomic control. The reason is this. Under this system, enterprises 
eat “out of the common pot" and their budgeting capability is weak. Once they 
run into problems, they immediately turn to the state, hands outstretched, 
demanding materials, investment funds, foreign exchange, and manpower. And 
they take no responsibility for any risks. The result is investment fever and 
consumption explosion led by investment demand, which has repeatedly caused 
the national income to be overdistributed, which, in turn, leads to the 
macroeconomy getting out of hand. Consequently, this atrophied economic 
system is an important reason for China's sluggish economic development over 
the past three decades. 


China has been restructuring its economic system over the past few years. In 
essence, it means switching from the past model of centralized planning 
containing elements of the supply system of War Communism to the model of a 
planned commodity economy combining planning and the market organically. What 
do we mean by a planned commodity economy? It was mentioned above that as 
socialist nations reformed, they invariably switched from IA to IB or further 
to IIB. This is the direction taken by economic structural reform in 
socialist countries. What really constitutes the model of a planned commodity 
economy that China has been talking about these days? Is it IB or IIB? Is it 
a changeover to the model of indirect administrative coordination or the model 
of market coordination under macroeconomic control? Here lies the crux oi the 
problem. There was a debate in China about whether or not socialism is a 
commodity economy. The debate died down after the reform decision of the 3d 
Plerum of the 12th CPC Central Committee was announcej. While most comrades 
have come to accept the notion of a "planned commodity economy," there is 
still no consensus on what such an economy is. Some comrades emphasize the 
"commodity economy" aspect, others the "planned" aspect. Certainly neither 
group rejects what is dear to the other side. Comrades who stress commodity 
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economy accept the need for planning, while those who emphasize planning do 
not reject commodity economy. These are two tendencies. A comrade at Beijing 
University said that the basic philosophy in reform is this: commodity econamy 
first, planned commodity economy second. Let the market regulate. If that 
does not work, then let's try planning. My summarization may not present his 
ideas very accurately. In any case he emphasizes the commodity economy 
aspect; that much is clear. Then there are many comrades who think that a 
planned economy or planned regulation should always retain a leading position 
in socialism: as long as there is public ownership and the planned economy 
takes center stage, China will not draw closer to capitalism no matter how 
market mechanisms are used. It is thus clear that these people do not reject 
market mechanisms either. People who have different emphases necessarily look 
toward different reform models. Some comrades emphasize the model of market 
regulation, others, that of government coordination, which of course may be 
either direct or indirect. Certainly the major reform is the transition from 
direct management to indirect management , as proposed in govermment documents. 

Briefly then people understand the issue differently. If our reform still 
retains a large degree of command planning, that would be direct 
administrative coordination. If it seeks to directly control the input and 
output of materials administratively, which is what comrades proposed some 
years back, then the resultant reform model would not even go as far as IB but 
falls somewhere between IA and IB. In other words, it falls short of what 
Hungary has done. If we reduce to the minimm input-output targets and other 
direct administrative compulsory targets, limit them to the most vital 
materials suffering from the most acute shortages (which must be of a resource 
nature, not short-term market scarcity), and narrow their scope just so that 
the needs of key projects are ensured, at the same time retaining 
administrative machinery and using its power and indirect mechanisms to carry 
out microeconomic interventicn, then we would wind up with IB. If we 
basically abolish detailed intervention by administrative agencies in each 
individual enterprise's microeconomic activities and instead try to influence 
and coordinate them through unified standardized macroeconomic tools and 
economic parameters, such as prices, tax and exchange rates and through the 
commodity market and fund market, among other things, we would have IIB. 
Clearly there are different perceptions of a planned commodity econamy. Which 
one should we follow? This question can be resolved only after further 
research and exploration. This division of opinion is legitimate. Frankly, 
socialism is still young. We can try to resolve this issue and further 
clarify the direction of reform through practice and by letting one hundred 
schools of thought contend. At the same time we must also see that it is 
undesirable to depend completely on either planned coordination or totally 
unrestrained market coordination to reconcile the planned economy with the 
commodity economy, or planning with the market. The essence of our debate, 
therefore, is to locate an appropriate meeting point between the two extremes. 
The location of this point depends on the specific circumstances of each 
nation at a particular point in time. In China, the general goal now is to 
open up a way to develop a socialist commodity economy and, taking the 
country's realities as its point of departure, gradually build up economic 
mechanisms which will include both planning guidance and macroeconomic control 
and which will make more extensive use of market regulatory mechanisms. The 
principal characteristics of these new economic mechanisms are: 
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First, economic policymaking power structure. In the past, policymaking was 
highly centralized in the hands of the state alone. Now the state will take 
Charge of macroeconomic management, while decentralizing control over 
microeconomic activities to a miltilevel decisionmaking structure consisting 
of enterprises, families, and individuals. 


Second, economic regulatory system. There will be a shift from direct 
regulation dominated by compulsory administrative directives to indirect 
regulation dominated by the use of economic parameters. The market 
coordinates and regulates under the guidance of planning and macroeconomic 
control . 


Third, distribution of benefits. In the past, enterprises ate “out of the 
common pot" of the state, and workers did likewise at the expense of 
enterprises. This egalitarian distribution system will be replaced by an 
economic motivation structure combining the principle of material interests 
and social justice. 


Fourth, economic organization. In the past, government and enterprise 
functions were merged. The vertical relations of subordination prevailed and 
there was intersector and interregion fragmentation. Now government and 
enterprises must be separated from one another functionally, lateral economic 
connections should be dominant and an economic network must be set up to 
revolve around urban centers and industrial management. 


In short, the main purpose behind the change in China's economic system is to 
enhance the business dynamics of enterprises and put pressure on them to 
compete, invigorate the microecora{ry, and rein in the macroeconamy. To do so, 
we mist fully mobilize the initiative of producers and enterprises, eradicate 
such maladies as quantitative expansion and investment fever inherent in the 
old system, improve microecoromic results, and help adjust the total 
macroeconomic supply and demand to ensure that the Chinese economy will 
achieve socialist modernization in a healthy way. 


II. Progress and Problems 


Progress is simply the development of China's economy itself and that of the 
economic system in the last few years. As far as the strategic change in the 
economic development model is concerned, the Sixth 5-Year Plan was a period of 
sustained growth, in contrast to the past when the economy alternated between 
booms and busts periodically. About the relations between accumulation and 
consumption, during the Sixth 5-Year Plan we reversed the traditional tendency 
to go all out after accumulation and ignore consumption; consumption levels 
among urban and rural residents have risen quite rapidly (compared to the 
past). Let's also take a look at industrial structure. During the Sixth 
5-Year Plan, we checked the longstanding inclination toward emphasizing heavy 
industry exclusively and neglecting agriculture and light industry. Compared 
to the past, both agriculture and light industry grew at a notably faster 
rate, while eavy industry slowed down correspondingly. Today agriculture and 
light and heavy industries each account for about one-third of the gross value 
of industrial and agricultural outjut. Within industry, the ratio between 
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light and heavy industries is about 50:50, better suited to China's current 
level of productive forces, and the relations between them are more 
coordinated. At the same time, the gnowth of secondary industry began picking 
up and the share of tertiary industry also reached 20 percent, which, 
nevertheless, is still low compared to the share of the tertiary industry in 
the gross national output in some low-income developing nations (between 30 
and 40 percent). We still have to work out this problem because it is closely 
related to the performance of the whole economy. At present poor circulation 
and lack of information remain serious probless. 


Let us further look at the mode of development. During the Sixth 5-Year Plan, 
China began paying attention to the intensive mode of development and 
improving economic results. A larger, though certainly far from ideal, share 
of the total investments in fixed assets has been spent on the modernization 
and rebuilding of existing enterprises. Now that we have put forward the task 
of shifting the focus of economic work to the improvement of economic results, 
sume indicators of economic results, such as the growth rate of social labor 
productivity, the increase in national income for every 100 yuan in 
accumulation, and en2rgy consumption per 10,000 yuan worth of national 
income, have all improved to various degrees. 


It is evident from the facts briefly outlined above that China's economic 
development strategy has begun to change, whether in development goals, 
development pattern, or development mode. 


China's effort to adopt a new model of economic system over the past few years 
has also made significant progress. The economy began disengaging itself from 
the traditional model of centralized planning, which contained elements of the 
supply system of War Commmism. It has taken a big stride on the road toward 


a planned commodity econamy. 


First, as the traditional model featuring the coexistence of two kinds of 
public ownership-—state ownership and collective ownership—was discarded and 
replaced by a setup where various economic forms, including the dominant form 
of public ownership, and diverse operational methods develop simultaneously, 
and as state administrative and managerial agencies at all levels simplified 
administration and delegated power, enterprises came to possess autonomy in 


production planning, product marketing and sales, priciig, use of funds, labor 
and wages, etc., to different extents. The overly centralized decisionmaking 


power structure is gradually being replaced by a multilevel decisionmaking 
structure. 


Second, as the scope of mandatory planning was slowly reduced, that of guidance 
plamning and market regulation gradually expanded. As price reform combining 
adjustment and decontrol went under way, as lateral marke: associations became 
increasingly widespread, and as economic levers were more and more commonly 
applied, direct administrative control mechanisms of the past have begun to 
give way to indirect administrative control mechanisms, with increasing room 
for market coordination. 


Third, between state and enterprises and within enterprises themselves, all 
kinds of output-related responsibility systems have sprung up. Moreover, 
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enterprises now pay taxes to the state instead of turning over their profits, 
as in the past. Wage and boms systems are also being reformed slowly. As a 
been a change from the egalitarian eat-out-of-the-common-pot 


Finally, through enterprise reorganization and integration, pilot projects in 
comprehensive reform in urban centers (over 60 cities are currently carrying 
out pilot projects), and experiments in the establishment of economic zones, 


considerable progress in adopting new models for its economic development 


the economy. During the middle of the Sixth 5-Year Plan, the tendency to 
pursue output value and outdo one another reared its head aqain. Particularly 
since the fourth quarter of 1984, as total social demand soared, the Chinese 
economy has been prone to overheating, a familiar occurrence under th: old 
- In 1984 industrial output jumped 16 percent over the preceding year 
Both fewustuast ani cumauytion cutgurel tit of the sation’ inceme by i. 
The so-called overdistribution of national income led to a drop in foreign 


to 7 or 8 percent. The balance between total social demand and total supply 
has improved somewhat, but national income overdistribution has not been 
eliminated, especially the problem of excessive investment. Moreover, 
currently there are signs that certain localities and sectors are again 


pushing up output value and going after high growth rates. To sum up, the 
thar, 30 percent in 1984-85. Based on China's experience, it seems more 


Year Plan, product structure and the structures within the sectors remain 
irrational and ill-suited to changes in the consumption structure. Energy 
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production has expanded briskly, but since the economy as a whole has grown 
too fast, the gap between energy and transportation has widened even more. 
Although quality, efficiency, amd intensive development have now been put on 
the agenda, the tendency toward putting up new plants and stressing quantity 
at the expense of quality has not diminished at all. Even funds allocated by 
the plan for the renewal and transformation of existing enterprises has been 
diverted extensively to finance new construction and expansion, with the 
result that backward equipment, technology, and products remain largely 
backward. The situation in Xiamen has been quite good in the past few years; 
150 enterprises are doing very well. Nationwide, however, the progress has 
been slow. Some macroeconomic indicators improved in the Sixth 5-Year Plan 
mainly due to adjustments in the industrial structure, while microeconomic 
results have shown only marginal gains. The improvement in product quality 
has been especially insignificant because it is still a sellers' market out 
there. It is evident that although we have taken the first steps in the Sixth 
5-Year Plan toward reversing the longstanding decline in economic results, 
China's economy on the whole has barely begun to make the transition from the 
low-efficiency extensive mode to the high-efficiency intensive mode. This 
problem is intrinsic to econamic development. It has not been long since 
China began reforming its economy all round, new economic mechanisms have a 
long way to go before they are fully in place, and the influences of the old 
system have yet to make their exit from the stage. It is true that rural 
economic reforms and the reforms of the private sector of the economy have 
done much to decentralize decisionmaking power, introduce market regulatory 
mechanisms, and undermine the egalitarian distribution system, but urban 
economic reform and the reform of the state-owned sector of the economy remain 
rudimentary and exploratory. Here the old model remains basically unchanged. 
The managerial autonomy of enterprises, particularly large enterprises, is 
still highly inadequate: some of the power decentralized by the national 
govermment to enterprises has often been siphoned off by departments and 
various local administrative agencies, including an array of administrative 
companies of all descriptions spun off during § govermment machinery 
reorganization. The development of lateral economic associations is still 
hemmed in by higher authorities in charge and by fragmentation. Measures 
designed to invigorate the microeconomy are often limited to motivating the 
enterprises, as when they emphasize power decentralization and the retention 
of profits (which, of course, are necessary), while ignoring to put pressure 
on them. A particular problem here is enterprises' weak financial and 
budgetary discipline, which is far from being resolved. Nor are enterprises 
under intense pressure to compete on the marketplace, which will reward the 
strong and eliminate the incompetent. After they were given the power to 
retain profits, many enterprises not only failed to restrain their desire for 
quantitative expansion and dampen their investment fever, but also handed out 
wages and bonuses indiscriminately, causing consumption funds to balloon. 
Prices are still seriously distorted. That has basically not been changed. 
Primary products, in particular, remain underpriced. The external conditions 
of different enterprises are highly uneven. The financial state of an 
enterprise depends in large measure on its bargaining with the higher 
administrative authorities. Because of all these reasons, in the course of 
implementing the policy of allowing sc.ne people to get rich first so that they 


can help everybody else prosper later, the earnings gaps between the former 
and latter often do not reflect the objective results of management and labor. 








This, in tum, spurs a round of "keeping up with the Joneses" in income 
distribution. Also, the reform of macroeconomic control has failed to keep 
pace with microeconamic invigoration. As the scope of direct administrative 
control was reduced, indirect economic mechanisms did not develop in time to 
take up the resultant void, leading to a loss of control in some areas of the 
macroeconamy . It was against this backirop that we lost control on 
investments, consumption, credit, foreign exchange, and so on after the fourth 
quarter of 1984. The Chinese Govermment acted to strengthen macroeconomic 
control with a string of measures, which have begun to take effect. However, 
at a time when market mechanisms and enterprise behavior have not changed 
extensively (our market remains very imperfect), we can only depend mainly on 
direct administrative mechanisms to stiffen macroeconomic control. Tr do so 
necessarily has some negative effects on economic reform. Therefore we mst 
Go further research and experiment to learn how to improve macroeconomic 
control even while we try to strengthen it, particularly how to use indirect 
market coordinating mechanisms. 


III. Conflicts and Contradictions in the Dual Changes 


In China, economic development and economic reform influence and interact with 
each other as they proceed. By and large the strategic model or development 
model and economic structural model serve as a condition for and a check upon 
each other. The old development strategy, with its pursuit of quantitative 
expansion and its emphasis on heavy industry and the extensive mode of 
operations, necessarily requires a highly centralized economic structure that 
resorts primarily to administrative commands to carry out direct control. 
This is because the stress on quantitative expansion, heavy industry, and the 
establishment of new plants require huge investments and the concentration of 
funds and materials in a handful of selected sectors. Since this is the oly 
way to achieve fast growth, centralization is indispensable. On the other 
hand, if our econamic development model aims at satisfying diverse demands and 
stresses qualitative results and the intensive mode of cperations, we need an 
economic structure that decentralizes decisionmaking and mainly depends on 
economic parameters to carry out indirect control. Different development 
models, goals, and strategies demand different economic structures. 
Experience proves that for economic reform to proceed smoothly, it needs a 
fairly relaxed economic environment and a limited buyers' market where supply 
slightly exceeds demand. Only in this kind of envirorment will enterprises 
feel the pressure to improve management and qualitative results. This 
requires us to overhaul properly the old development strategy that strains to 
achieve fast growth. But it is possible to overhaul the orthodox development 
strategy, to effect a shift from quantitative to qualitative expansion, and to 
form a relatively stable limited buyers' market only when we totally dismantle 
the old economic structure with its chronic tendencies toward quantitative 
expansion and investment fever. In other words, economic structural reform is 
a prerequisite for the change in development strategy. This explains why 
strategy change and structural change are closely interwoven. 


Strategy change and structural reform conflict with as well as facilitate each 
other. In 1979 and 1980, China's economic development line and policy began 
to change. The nation implemented adjustment policies, cut back on the scale 
of infrastructural development, and adjusted the relations between agriculture 
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and light and heavy industries. These measures reduced total social demand to 
a certain extent and brought about a relaxed environment. Even a buyers’ 
market appeared and salesmen were everywhere. Enterprises came under pressure 
to do market research and improve technology and management, which helped 
create a relatively favorable environment for economic reform, while the 
productive forces released by the first crop of economic reform achievements 
in turn stimulated economic development and the transformation of the econamic 
structure. For a while, therefore, an excellent situation prevailed in which 
the dual changes murtured ome another. Second, inherent in the old econamic 
development model was the tendency to pursue quantitative growth and output 
value, a tendency which asserted itself often, particularly when the climate 
was| favorable. In the old structural model, moreover, enterprises ate out of 
the common pot, had feeble financial and budgetary restraints, and were prone 
to quantitative expansion and investment fever. In addition, in the course of 
structural reform, macroeconomic control failed to keep pace with 
microeconomic invigoration. Consequently a number of unstable elements 
appeared in the latter half of the Sixth 5-Year Plan, namely the old tendency 
of the traditional development model to overheat the economy. Third, this 
kind cf setback in the course of the transition to a new development model 
cannot but affect the shift tc the new economic structure. The pace of reform 
is inevitably affected when the economy is overheated, commodities become 
scarce, material shortages occur, and the threat of inflation looms. Had we 
entered 1985 and 1986 free of the need to deal with the problems caused by the 
runaway economy 2 years ago and the threat of inflation (both obvious and 
potential), then reform would have picked up. We could possibly have moved 
faster with wage reform and any other reform than we actually did in the last 
couple of years. However, because of the problems with the development model, 
we had to slow down reform a little. To eliminate completely the malady of 
cyclical overheating inherent in the development model, we must carry economic 
structural reform to the very end because the new development model can be 
established only when the chronic problems of the old econamic structure are 
overcome. 


Thus, it would appear that the change to a new model of development strategy 
and to a new economic structure in China's current economic upheaval will not 
be plain sailing. This is so not only because the two mutually condition each 
other, but also because each transition has its own internal conflicts. 
First, living standards on the whole are still quite low at present. We can 
only say that people are adequately clothed and fed, but it is still a long 
way to material abundance. In the case of many basic materials, we are not in 
a position to pick and choose, but are more concerned to solve shortages. 
This provides a hotbed for the tendency to perpetuate the old quantitative 
economic model. Meanwhile with the economy developing and people's incomes 
and living standards gradually going up, the consumption structure changes as 
demand emerges for nonessentials as well as daily necessities, as people, 
formerly nonselective, become discriminating, and as they become less 
quantity-minded and more conscious of quality. This is an objective 
requirement for the tendency to replace the economy concerned with 
quantitative results with one concerned with qualitative results. Inevitably 
these two tendencies conflict with each other in many ways. Second, China's 
economy is in the midst of a transition to a mudern structure from a dual 
structure featuring the coexistence of a backward agriculture and a fairly 
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labor, the economy of China's vast countryside has bright prospects for 
extensive growth. At present over 100 million agricultural workers urgently 
need to be transferred to nonagricultural sectors. As modernization pushes 
ahead and agricultural labor productivity rises, far more than these people 
need to be transferred. The movement of massive mmbers of rural workers 
the nonagricultural economy will lead to profound changes in China's 
economic growth, economic structure, consumption growth, and consumption 
structure, and impose new strains on the entire economy, on investment, and on 
consumption, thereby exacerbating the conflicts within the change in 
development model. So far we have been looking at the problem from the 
perspective of economic development. 


Now let us examine it from the aspect of economic structural reform. The 
standard of the country's productive forces is fairly low. China has a dual 
economic structure. Moreover it is a vast country, with uneven levels of 
development in the east, west, and the interior. There are not enough 
managerial persommel and experience is lacking. For all these reasons, China 
cannot restructure its economic system “overnight,” but can only take the 
"incremental" approach, go in for small coordinated change, and proceed 
cautiously. one step at a time. Under these circumstances, it is unavoidable 
for the old and new systems to overlap in time. While we can avoid major 
repercussions in the course of reform by moving gradually and allowing the old 
and new systems to exist together before one replaces the other completely, 
the mingling of the two systems itself causes a host of tricky problems for 
the operation of the economy. In the transitional stage of reform, the 
con 


of means of production. The dual pricing of means of production is the 
epitome of the dual planning and dual materials distribution systems. That 
means of production have two kinds of prices--official and um Sficial--is a 


to spring up. Be that as it may, it is only in the last few years 
icial prices of means of production were legitimized, thus affirming 
dual pricing system and turning it into a widespread practice commonly 
used in the pricing reform of means of production. Dual pricing was born in 
the course of incremental reform and is the epitome of the coexistence of the 
old and new systems, particularly the coexistence of dual planning and dual 
idea behind dual pricing reform is this: 
gradually deregulate some of the products made by state-owned enterprises and 
let With more products on the market, market prices, 
quite high to begin with, would drop. At the same time, prices within the 

y adjusted so that the two sets of prices would 
approach one another until they coincide altogether. Since dual pricing has 
obvious advantages and disadvantages, it has been the subject of a heated 
debate among economists. Its advantages are: 1) stimulates production both 
within and outside the plan; 2) enables some areas neglected by the plan to 
obtain means of production more easily; 3) high market prices may motivate 
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people to economize and dampen the demarxi for inefficient products; and 4) it 


freely circulated through the market. Its drawbacks are: 1) temds to derail 
the national plan and affect material supplies for key national construction 
projects and major development sectors; 2) may create chaos in commodity 
circulation and complicate market management; 3) destroy the effectiveness of 
money as an equivalent; 4) the existence of multiple prices for ome prodvct 
complicates enterprise accounting and introduces confusion into enterprise 


localities, enterprises, ‘and individuals have made a lot of money by 
exploiting the price differences. This, in turn, has led many people to try to 
outdo one another by earning the most money, one reason why consumption furds 
have skyrocketed. Owing to the many problems it has caused, same scholars to 


of 
pricing of the means of production may be an innovation of price reform in 
China, it should be phased out as soon as possible and be replaced by a single 


price system. 
Yet we should realize that at a time when total social demand is bjoated, 
particularly when the scale of investment has not been rolled back to a 


and total supply. As long as this is unresolved, neither the dualism in 
planning, in material circulation, nor dual pricing, the epitome of these two 


systems, will go away. 


I have briefly described above the internal conflicts within economic 
development and economic reform in China and the way these two changes 
restrain each other. These conflicts and contradictions determine the 
intricacy and complexity of the changes in strategy and economic system. The 
course of history decides that we must proceed with the two changes in China's 
a ee oe oe? Soe oS 





PROVINCIAL AFFAIRS 


CHONGQING GIVES 1986 ECONOMIC, SOCIAL STATISTICS 
HKO50711 Chongqing CHONU-QING RIBAO in Chinese 17 Feb 87 pp 1, 3 


{Report by Chongqing City Statistics Bureau: "Communique on Chongqing; Its 
Economic and Social Development in 1986") 


[Text] The year 1986 was one in which our city made new progress in our 
economy. People in the whole city, under the leadership of the city CPC 
committee and city government, achieved good results in implementing a guiding 
principle defined by the central authorities of "consolidating, digesting, 
supplementing, and improving,” in improving macroscopic control, and in deep- 
ening systematic reform of economic structure. A new development was achieved 
in the national economy, and various social undertakings. According to ini- 
tial statistics, the (NP for the whole year was 11.7 billion yuan, an increase 
of 10.9 percent cver i985. industrial and agricultural toral ovtput value 
was 18.592 billion yuan, an increase of 6.9 percent over 1985. National 
income was 10 billion yuan, an increase of 7.5 percent over 1985. Financial 
income was 2.8 percent higher than 1985. Basic facilities of the city were 
improved. Internal and foreign trade was active, and the market was increas- 
ingly prosperous. People's living standard were further enhanced. 


I. Industry 


In 1986, the factory director responsibility system and various kinds of eco- 
nomic responsibility systems were further implemented in the industrial front 
in our city. Our city continuously deepened systematic reform inside enter- 
prises, strengthened laterai economic links, and invigorated enterprises. In 
accordance with the requirements of strengthening and improving macroscopic 
control, our city also adopted various measures to overcome difficulties 
resulting from the strain on electrical power supply, funds, increase in the 
prices of raw and processed materials, changes in market demand, and so on. 
All this promoted a sustained and stable development in the industrial pro- 
duction of the whole city. 


In 1986, the total industrial output value of the whole city was 14.833 bil- 
lion yuan, an increase of 6.4 percent over 1985. After deducting industrial 
output value of industry at or lower than village level, of industry run by 
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individuals in both urban and rural areas, and of industry jointly run by 
urban and rural areas, the actual industrial output value was 13.807 billion 
yuan, an increase of 4.7 percent over 1985. In the total industrial output 
value, the output value of light industry was 6.503 billion yuan, an increase 
of 7.7 percent over 1985. The output value of heavy industry was 7.304 billion 
yuan, an increase of 2.1 percent over 1985. The proportion of light and heavy 
industry in the total industrial output value changed from 45.8 percent and 
54.2 percent respectively in 1985 into 47.1 percent and 52.9 percent respec- 
tively. If the calculation of total industrial output value was based on 
different categories of ownership, the output value of industry under owner- 
ship by the whole people was 10.713 billion yuan, an increase of 3.3 percent 
over 1985. The output value of industry under collective ownership was 

3.049 billion yuan, an increase of 9.7 percent over 1985. The output value 

of industry under other types of ownership was 45 million yuan, 3 percent less 
than 1985. Product mix was readjusted, and the variety of [word indistinct] 
designs was increased. In addition, the production of those marketable goods, 
and goods in great demand was enhanced by a bigger margin; the production of 
those goods in excess supply, and unsalable goods was reduced. Among the 

99 major kinds of products of the whole city examined in 1986, the output of 
54 kinds of them increased, accounting for 60 percent of the total number. 


The output of main industrial products was as follows: 


1986 %Z of increase in 
1986 over 1985 





Raw coal 14.9 million tons 0.4 
Generated energy 3.26 billion kilowatts 14.4 
Natural gas 2.572 billion cubic meters 5.9 
Steel 1.1069 million tons Des 
Rolled steel 946,700 tons 12.1 
Aluminum products 45,700 tons 15.7 
Pig iron 834,500 tons 10.7 
Plastics 12,200 tons 8.9 
Caustic soda 63,700 tons 2.9 
Synthetic ammonia 108,400 tons -7.4 
Synthetic rubber 6,400 tons 4.9 
Chemical fertilizer (1002) 97,700 11.7 
Azricultural chemical 14,800 tons 4.3 
Chemicals 3,800 tons 22.6 
Cement 1.4927 million tons -5.6 
Wood 76,400 cubic meters -14.1 
Automobiles 6,099 -31.4 
Metal cutting machine tools 4,637 -18.2 
Facilities for electric energy 

production (over 500 kilowatts) 156,800 kilowatts 116.6 
Internal-combustion engines 

(for commercial use) 1.0459 million kilowatts -2.6 
Cotton yarn 51,100 tons 1.6 
Cotton cloth 277 million meters 4.9 
Knitting wool 911 tons 5.7 
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1986 Z of increase in 
1986 over 1985 





Motorcycles 319,400 -32.3 
Bicycles 334,000 26 
Electric fans 1.1624 million 44.8 
Television sets 202,200 sets -12.3 
of which: color TV sets 59 ,800 182.1 
Washing machines 172,500 sets -22.7 
Wine 142,300 tons -10.2 
Leather shoes 6.47 million pairs 3.4 
Canned food 42,400 tons -7.6 
Aluminum products for daily use 2,600 tons 18.2 
Household refrigerators 27,200 sets 2.6 
Various kinds of furniture 2.1121 million pieces -25.1 


The main problems in industrial production were: There was a strain on 
electric power supply; the readjustment of product mix did not conform with 
the changing market demand; product quality of some enterprises dropped; an 
excessive amount of funds was set aside for products and finished products; 
and economic results varied considerably. In 1986, the 82 mamor kinds of 
products of the whole city underwent quality testing. The stability rate of 
the 90 kinds of quality control indexes increased by 83.1 percent. The 
labor productivity of industrial enterprises under o.mership by the whole 
people was the same as in 1985. Total industrial production output value of 
the state-operated industrial enterprises covered by the city budget increased 
by 6.2 percent over 1985, and sale income increased by 12 percent. Profit 
and tax turned over to the state per 100 yuan of funds dropped by 4.89 yuan. 


II. Agriculture 


In 1986, our rural area continued to consolidate and perfect the agricultural 
production responsibility system with main emphasis on output-related 

system of contracted responsibilities based on households. The second step 
of rural reform was gradually carried out. Party rectification at the rural 
basic-level units was conducted. Due to the further implementation of the 
guiding principle of "never relaxing grain production, and actively developing 
diversified economy," further development in the rural commodity economy was 
promoted. A thriving and gratifying situation occurred in the entire rural 
area. We still reaped a good harvest in agricultural production despite 
severe natural calamities. The level of total grain output was close to the 
record level in 1984. Cash crops also increased to varying degrees. Town- 
ship and town enteprises developed in a faster and sustained way, and a 
prosperous situation occurred in the entire rural economy. 


The total social production output value of the rural area for the year was 
7.286 billion yuan, an increase of 16.4 percent over 1985. Total agricul- 
tural production output value was 3.759 billion yuan, an increase of 8.7 

percent over 1985. The proportion of forestry, animal husbandry, sideline 


22 











production and fishery in the total agricultural output value increased from 
40.3 percent in 1985 to 41.3 percent in 1986. 


On the prerequisite of ensuring 


stable growth of grain production, we gradually readjusted the pattern of 


agricultural production. 


The percentage of the sown area of cash crops and 


other crops in the total sown area increased from 14.2 percent in 1985 to 15.1 


percent in 1986. 


Output of the main agricultural products of the whole city was as follows: 


Grain 

Of which: wheat 
paddy rice 

Oil Crops 


Of which: rape 
Tobacco leaves 
Silkworm cocoon 
Tea 
Fruit 


Of which: Oranges & tangerines 


The production of our animal husbandry continued to increase steadily. 


1986 Z of increase in 
1986 over 1985 





5.5392 million tons 
704,500 tons 

2.9982 million tons 
75,500 tons 

55,500 tons 

3,400 tons 

20,700 tons 

9,000 tons 

159,300 tons 
135,400 tons 


— 
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There 


was another record high level in the rate of live pigs delivered to the 
slaughter-houses. The rate increased from 92.8 percent in 1985 to 95.3 


percent in 1986. 


The output of main livestock (aquatic) products and number of domestic animals 


were as follows: 


Number of fattening pigs for sale 


Amount of pork on sale 
Output of milk 


Chickens, ducks, geese, rabbits 


Output of eggs 
Aquatic products 


Number of live pigs at end of year 
Number of draught animals at 


end of year 
Of which: milk cows 


1986 %Z of increase in 
1985 over 1986 





7.4934 million 
474,900 tons 
30,800 tons 
23.73 million 
52,000 tons 
32,700 tons 
7.8534 million 


412,200 
12,800 


4. 
13. 
9. 
34. 
11. 
23. 

1. 


-1, 
5. 


In 1986, the total power of farm machinery of the whole city was 1. 
The number 
of trucks for agricultural use was 5,353, an increase of 12.5 percent over 
1985. The amount of chemical fertilizer consumed in the whole year was 


kilowatts [as published], an increase of 5.4 percent over 1985. 


749,100 tons, an increase of 15.5 percent over 1985. 
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41 million 


The amount of electric- 


ity consumed in the rural area was 377 million kilowatts, an increase of 


7.9 percent over 1985. 














In 1986, our town and township enterprises continued to maintain their good 
momentum of vigorous development, with their total production output value 
reaching 3.569 billion yuan which meant an increase of 33 percent over 1985. 

The number of workers employed by them increased from 860,600 in 1985 to 984,700 
in 1986. The percentage of these workers intotal rural labor force increased 
from 16.7 percent in 1985 to 18 percent in 1986. 


At present, the main factors which adversely affect the development of rural 

economy are that the conditions of our material and technical foundatiun are 

poor, and that the staying power of our agricultural production is not strong 
enough. 


III. Investment in Fixed Assets and Building Industry 


In 1986, we achieved good results in exercising control over the scale of 
investment in fixed assets, and in readjusting investment makeup. The momentum 
of excessive growth of investment in fixed assets was curbed, and more invest- 
ment was made in energy, communications and transportation, posts and tele- 
communications, and urban construction. The investment made by units under 
ownership by the whole people in fixed assets was 2.619 billion yuan. Their 
investment in capital construction was 1.163 billion yuan, an increase of 

2.7 percent over 1985. Their investment in projects of renewing and reforming 
facilities and equipment was 1.326 billion yuan, an increase of 51.8 percent 
over 1985. The percentage of investment aimed at renewing and reforming facil- 
ities and equipment in the total investment in fixed assets increased from 
42.5 percent in 1985 to 50.6 percent in 1986. 


As far as investment in capital construction projects for the whole people 
was concerned, the investment covered by budget was 551 million yuan, an 
increase of 21.1 percent over 1985; but the growth rate was smaller than that 
in 1985. Investment in capital construction projects, which was not covered 
by budget, was 612 million yuan, 9.2 percent less than 1985. Of this sum 
loans provided internally were 230 million yuan, an increase of 6.5 percent 
over 1985; funds collected through raising funds or other methods amounted 

to 371 million yuan, 17.3 percent less than 1985. The growth rate of invest- 
ment in energy, communications, posts and telecommunications was faster. 
Investment in energy industry increased by 42.2 percent, investment in com- 
munications, posts and telecommunications increased by 5.7 percent, and 
investment in urban construction increased by 4.4 percent. During the whole 
year, a total of 478 projects was completed and went into operation. The 
newly increased investment in fixed capital was 889 million yuan, an increase 
of 17.3 percent over 1985. Dwelling houses covering a floor space of 1,855,500 
square meters were completed, 23.3 percent less than 1985. In 1986 the capa- 
city of the main new projects which were completed and put into operation were: 
coal extraction 300,000 tons/years; coal washing 1.6 million tons/year, the 
capacity of generating sets was 206,100 kilowatts, 17.56 km of electric 
railway, automatic telephone switchboards 2,000 sets, 654 hospital beds, a 
supply capacity for running water of 39,000 ton/day, and a supply capacity 
for natural gas in the city of 13,600 cubic meters/day. 
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We speeded up technical reform in old enterprises. In 1986, the investment 
made by enterprises under ownership by the whole people in renewing and 
reforming facilities and in increasing equipment was 452 million yuan more 
than 1985. An investment valued at 399 million yuan was made in increasing 
the variety of products and enhancing product quality, an increase of 75.5 
percent over 1985. Ar investment vilu-' at 69 million yuan was made in 
projects aimed at economizing on raw and processed materials, an increase of 
92.4 percent over 1985. Some 1,120 new projects were completed and went into 
operation. The value of fixed assets, which were newly added, was 1.058 
billion yuan. Additional industrial output value was 1.652 billion yuan, and 
profits and tax turned over to the state totaled 378 million yuan. 





During the reform in continuing to perfect management of respective trades, 
the building industry consolidated the market for building undertakings, and 
continued to improve and strengthen various kinds of contract responsibility 
system. In 1986, Jianan Enterprise, under ownership by the whole people, 
undertook 2,278 projects based on various kinds of contracted responsibility 
systems. These projects covered a floor space of 2.48 million square meters, 
accounting for 95 percent of the total floor space under construction. Some 
99 percent of the contracts were fully executed. The number of contracted 
projects based on tender increased from 186 in 1985 to 396 in 1986. The average 
time limit for relevant projects was 7 percent shorter than that fixed by 

the state. The number of enterprises under ownership by the whole people, 
which turn over profits and tax to the state based on per 100 yuan production 
output value, accounted for 83 percent of the totai number of enterprises 
under ownership by the whole people. The total production output value in 
the whole year was 667 million yuan, an increase of 24.7 percent over 1985. 
Labor productivity increased by 15.5 percent during the whole year. The in- 
come derived from diversified economy increased by 29.4 percent. 


The main problems arising in investment in fixed assets were: It was still a 
strenuous task to exercise control over the scale of investment, and to con- 
trol the scale of investment not covered by budget, and to readjust invest- 
ment setup in particular. It was still a general phenomenon that waste was 
caused in budget for investment, and construction projects in progress. 


IV. Energy, Communications and Posts and Telecommunicat ions 


In 1986, Chongqing City continued to implement the guiding principle of 
"placing equal emphasis on both exploitation and practicing economy" to speed 
up construction of power energy. Generated energy of 213,500 kilowatts was 
newly produced. The lump-sum energy production output for the whole year was 
14.18 million tons (converted into standard coal, and the same below), an 
increase of 1.9 percent over 1985. The amount of energy consumed was 12.41 
million tons, an increase of 3.5 percent over 1985. Energy consumed by 
industry was 7.28 million tons, a 3.2 percent higher than 1985, and lower 
than the growth rate of the industry of the whole city. Energy consumption 
per 100,000 yuan of industrial output value was 1.4 percent lower than 1985, 
and 103,600 tons of energy were conserved. 
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In 1986, rotation volume of freight transport of various communications and 
transportation departments was 16.171 billion ton kilometers, an increase of 
5 percent over 1985. Of this, the rotation volume of railway freight trans- 
port was 10.9 billion tons kilometers, an increase of 5.5 percent over 1985; 
the rotation volume of water freight transport was 4.92 billion tons kilo- 
meters, an increase of 5 percent over 1985; the totation volume of highway 
freight transport was 351 million ton kilometers, 6.7 percent less than 1985. 
Some 123 million passengers were sent to their destinations by means of 
transportation of various communications departments, an increase of 6.7 per- 
cent over 1985. Every day, some 336,400 passengers were sent by these depart- 
ments to their destinations, an increase of 21,200 over 1985. Port capacity 
for the whole year was 41.25 billion tons, 0.2 percent less than 1985. 





Posts and telecommunications construction in our city was speeded up, and our 
telecommunications capacity was gradually strengthened. In 1986, the invest- 
ment made in telecommunications construction of the whole city was 10.036 
million yuan, an increase of 8.2 percent over 1985. Some 8 projects were 
completed and went into operation. Some 2,400 telephones were newly installed 
in the city, and there was 138 newly erected long-distance telephone lines. 
We also formed 108 carr‘ :r equipment circuits, and bought 10 cars for the 
postal service. The total value of postal and telecommunications service 

for the whole year was 34.71 milliomyuan, an increase of 14.7 percent over 
1985. Letter delivery service increased by 11.5 percent, distribution of 
newspapers and journals increased by 5.9 percent, and long-distance call 
service increased by 4.4 percent. At the end of the year, telephone service 
was provided for 25,600 households, and increase of 917 percent over 1985. 


V. Commerce, Supply and Marketing of Goods and Materials, and Lateral Eco- 
nomic Links 


Our urban and rural markets were more prosperous. The total retail sales 
volume of social commodities for the whole year was 6.068 billion yuan, an 
increase of 16 percent over 1985. Of this sum, retail sales volume of con- 
sumer goods was 5.61 billion yuan, an increase of 16.3 percent over 1985 and 
retail sales volume of agricultural means of production was 458 million yuan, 
an increase of 12.4 percent over 1985. As far as total retail sales volume 
of consumer goods was concerned, food increased by 19.1 percent, clothing 
3.6 percent, commodities for use in daily life 19.1 percent, and fuel for 
daily use 16.4 percent. Comparing the total social retail sales volume of 
main consumer goods in 1986 with that in 1985, we know that grain increased 
by 13.6 percent, edible vegetable oil 27.8 percent, pork 15.9 percent, do- 
mestic fowl 23.9 percent, fresh eggs 8.5 percent, aquatic products 43 percent, 
and cigarettes 3 percent. Besides, chemical fibre clothes decreased by 16.7 
percent, silks and satins decreased by 19.9 percent, woolen goods decreased 
by 28.3 percent, and garments dropped by 15.8 percent. Electric fans in- 
creased by 30.5 percent, recorders decreased by 2.7 percent, color TV sets 
increased by 47.1 percent, bicycles increased by 9.8 percent, refrigerators 
increased by 43.3 percent, and washing machines dropped by 25.1 percent. 
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Country markets were active and brisk, and their number increased to 848 with 
business volume reaching 1.228 billion yuan, which was an increase of 30.5 
percent over 1985. The commodity retail sales volume of various kinds of 
enterprises also increased by a bigger margin. Commodity retail sales volume 
of state-operated enterprises increased by 15.4 percent, that of collective 
enterprises increased by 6.4 percent, and of individual enterprises by 35.4 
percent. Retail sales volume of goods sold by peasants to non-agricultural 
residents increased by 29.5 percent. 


Market prices were comparatively stable. The total price index of living 
costs for workers and staff members of the whole year, and retail price index 
of commodities increased by 4.2 percent, lower than last year's 10 percent. 
The retail price index of food increased by 6.1 percent, clothing and goods 
for everyday consumption by 0.8 percent, and goods for cultural and recrea- 
tional activities by 0.2 percent. 


With the reform in the circulation structure of goods and materials, the 
market for means of production was gradually expanded. The comprehensive 
trading centers of goods and materials, which dealt with metal materials, 
tools, building materials, wood, cars and so on, continued to develop with a 
whole year's total business volume of 207.1 million yuan. [Eusiness volume 

of special markets for steel products was 9 million yuan. Market regulation 
was carried out on a larger scale. Net sales volume of departments in charge 
of goods and materials increased by 2.2 percent. Various enterprises engaged 
in production sold more goods produced by themselves. Sale volume of a num- 
ber of means of production generally increased, with some 315,000 tons of 
steel products, 543,000 tons of cement, and 22,700 cubic meters of wood 
being sold by enterprises which produced these goods and materials, an increase 
of 24 percent, 22.3 percent, and 161 percent respectively over 1985. The 
establishment and development of the market for means of production have 
played a positive role in promoting production and construction in our city. 


Lateral economic links developed very rapidly. In 1986, contracts on 934 
projects of economic and technical cooperation were signed, and 693 contracts 
on projects were already executed, an increase of 108 percent over 1985. Other 
provinces and cities made an investment of 110 million yuan in our city, an 
increase of 61 percent over 195. Total amount of funds involving material 
cooperation was 740 million yuan, an increase of 196 percent over 1985. The 
number of various kinds of integrated enterprises increased to 376. 


VI. Foreign Economic Relations, Trade and Tourism 


In 1986, our city achieved the best results in foreign economic relations and 
trade since the implementation of the planned arrangement system. We estab- 
lished trade relations with about 100 countries and regions in the five 
continents of the world. We exported more than 300 kinds of goods, with 

total import and export volumes of $225 million for the whole year, an increase 
of 35.6 percent over 1985. Our total export volume was $150 million, an _ in- 
crease of 43.7 percent over 1985. Our import volume was $74 million, an 
increase of 21.8 percent over 1985. 


27 








There was another new development in economic and technical cooperation with 
foreign countries. Some 21 contracts were signed during the year on making 
use of foreign capital, involving foreign capital in a -m of $35.57 million. 
Our city also signed contracts with 19 countries and reg ons on undertaking 
projects abroad. The contracts we signed with foreign countries on under- 
taking projects abroad and exporting services involved an amount fo $27.48 
million. An additional 718 persons were sent abroad to carry out technical 
work and exporting services. 


Tourism further developed. We received 52,000 foreigners and, Overseas 
Chinese from 81 countries and regions, and Hong Kong and Macao compatriots, 
who cam to our city for a trip, sightseeing, a visit, or for carrying out var- 
ious kinds of exchange activities--an increase of 11.1 percent over 1985. 
Foreign exchange income earned from tourism was 24.22 million yuan, an in- 
crease of 72.4 percent over 1985. 


VIII. Finance and Insurance 


Our city achieved marked results in financial reform. In 1986, some 14 city 
credit cooperatives based on a joint-stock system were set up throughout 

the city. We also established 33 savings banks jointly run by banks and 
enterprises and set up 54 networks for post office savings deposits. In 

the whole city, there were 1,822 financial networks, 141 more than the begin- 
ning of 1986. To strengthen and improve macroscopic control, invigorate 
enterprises, and support lateral economic links, financial departments pro- 
moted business of loan service for enterprises in the same field inside and 
outside the city, of issuing financial bonds, and of acceptance business. 

The People's Bank provided special banks with provisional loans at re-dis- 
count rate, and other funds based on credit. Some 3 billion yuan was pro- 
vided in the whole year. In 1986, bank deposits increased by 270 percent over 
1985, and loans increased by 110 percent. Loans for industry for the whole 
year increased by 210 percent over 1985. The degree of self-sufficiency in 
loans increased by 24.6 percent over 1985, which promptly stopped the gap 

in the capital circulation in our city, and effectively supported production 
and circulation throughout the city. 


Insurance business developed very rapidly. More services were constantly 
being provided, and the number of insurance branches increased to 47. In 
1986, the total amount of various kinds of insurance taken up by our city for 
various units in the- country was 18.4 billion yuan. Some 960,000 households 

in urban and rural areas were covered by insurance for property damage, of 
which 374,000 households were in the rural area. Some 1.856 million people 
joined life insurance schemes. During the whole year, 18,275 cases involving 
insurance claims were handled with insurance proceeds amounting to 21.22 
million yuan, of which insurance proceeds for damage resulting from rainstorms, 
hailstones and so on were 6.35 million yuan. The loss ratio for the whole year 
was 50.5 percent. All this played an important role in stability production 
and the business of enterprises in our city, and people's livelihood. 
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VIII. Urban Construction 


In 1986, in accordance with the objectives of our city's economic and social 
development, we raised funds in various quarters to speed up the construction 
of basic facilities in our city with emphasis on road transportation. An 
investment of 234.43 million yuan was made in the city's public undertakings 
and urban facilities, an increase of 84.45 million yuan over 1985. The city 
newly built, reconstructed, and widened 53,900 square meters of roads. We 
completed the projects of "1 August" tunnel, pedestrian overhead bridges at 
the Lingjiang gate, and Jiankang road, elevators at the Kaixuan road, and the 
plan for the base, seven piers and two abutments for the Shimen bridge over 
the Jialing Jiang was fulfilled ahead of schedule. We newly bought, or re- 
newed 140 public buses (trams), and our reserve capacity for natural gas in- 
creased by 25,000 cubic meters. An additional 64,400 households were supplied 
with natural gas. We completed the projects of building the Huangquedu water- 
workes, reconstructing the Jiangbei waterworks, and integrating its water 
supply system. This eased the tense situation of the "difficulties in getting 
water supply" in some regions. Total water supply for the whole year in- 
creased by 6.4 percent, and water supply for daily use increased by 10.8 
percent. We newly built and reconstructed 54 public toilets, and built 7.18 
kilometers of sewers. 


The work of urban administration, environmental protection, and pollution 
control was strengthened. In 1986, we established urban administrative organs 
at the three levels of city, districts, and sub-districts. We established 
supervisory teams for urban administration. The project for building a car 
washing center in Tongjiaqiao was completed. We covered 200,000 square meters 
of dirt road with asphalt. Seven projects of the No 3 workshop of the Chong- 
qing steel mill, the Sichuan paper-making research institute, and No 2 Xian 
pharmaceutical factory aimed at bringing pollution sources under control 
within certain time limits were also accomplished. 


Our postal and telecommunications service markedly improved. In 1986, we 
provided new services such as international and internal fast delivery, post 
office savings deposits, and so on. An additional 54 saving deposits cen- 
ters, 11 coin-insert type telephone booths, and 6 newspaper and journal 
retail stalls were set up. Comprehensive telegraphic services were provided 
for 81 units. 


New progress was also made in gardening and afforestation. Some 1.82 million 
trees were newly planted, and 3 new parks were built. There were 198 newly- 
built small amusement gardens and afforestation spots set up. 


IX. Science, Education, Culture, Public Health and Sports 


We achieved new results in making scientific and technical work serve eco- 
nomic construction. In 1986, the whole city got 201 internal and international 
awards which included: Two awards for inventions issued by the state, 51 
awards for scientific and technical progress issued by the province, 76 

awards for scientific and technical progress issued by the city, 34 awards 

for computer software issued by the province, 33 awards for outstanding 
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efforts to promote the application of computers issued by the city, and 4 
awards issued by the second national exhibition of inventions. Our TDP radia- 
tion medical instruments won successive awards at an international fair held 
in Zagreb, Yugoslavia, and were awarded a silver medal by the Eureka interna- 
tional invesntions fair held in Brussels, Belgium. Our city also organized 
the exports of 56 kinds of technical products, and achievements in scientific 
research. Some 50 kinds of achievements in inventions and designs made by our 
city were recognized by the state, and the patent rights for 42 kinds of them 
were conferred on us. 


Reform in educational structure promoted steady development of the educational 
undertaking. In 1986, we recruited 703 postgraduate students. At the end of 
the year, the number of graduate students studying in universities was 1,920, 
459 more than 1985. In the whole year, 234 students got their Masters or 

PhD degrees. Universities and colleges in general recruited 11,900 new stud- 
ents. There were 40,500 students studying in universities and colleges, an 
increase of 3,174 over 1985. Some 8,376 students graduated from universities 
and colleges, an increase of 1,549 over 1985. The structure of secondary school 
education became more and more rational. There were 673,900 students study- } 
ing at various kinds of secondary schools, an increase of 6,793 over 1985. The 
number of students studying in senior secondary schools, secondary technical 
schools and secondary vocational schools was 155,800, an increase of 4,603 

over 1985. The percentage of students in secondary technical schools in- 
creased from 3.3 percent to 3.5 percent, whereas the percentage of the stud- 
ents on vocational schools increased from 6.3 percent to 7.2 percent. Prim- 
ary school education was hasically popularized in various districts and coun- 
ties. Some 98.6 percent of our children in the whole city studied in primary 
schools. There were 1.609 million primary school students in our city. The 
proportion of primary school graduates entering schools of higher grade in- 
creased from 69.8 percent to 71.6 percent. Some 202,400 children were sent to 
nurseries, an increase of 8,035 over 1985. Adult education developed vigor- 
ously. Radio and television universities, workers’ universities, night uni- 
versities and other kinds of special classes recruited 51,700 students, an 
increase of 895 persons over 1985. There were some 28,100 students studying 

in television secondary technical schools, workers’ secondary technical 
schools, correspondence schools, and technical secondary schools for adults, 
and increase of 3,438 over 1985. There were 12,100 students in institutions 

of higher learning and secondary technical schools for adults. 


Our cultural, press, publishing, broadcasting and television undertakings and 
so on made new achievements in the building of socialist spiritual civiliza- 
tion. In 1986, there were 1,922 film projection teams in the whole city. 

We distributed 342 kinds of films, and gave 374,000 film shows to audiences 
totaling 200 million. On average, 549,000 persons went ot films daily. In 
the whole city, there were 32 artistic troupes, 21 cultural centers, 14 public 
libraries, and 4 museums. We published 191.41 million copies of books of 
1,035 types, 201 kinds of magazines, and 99 kinds of newspapers. Chongqing 
broadcasting station produced two 8-part TV plays and 3 of its plays in 4 
episodes were adopted by the Central Television Station. 
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Our medical and public health conditions continued to improve. In 1986, 
there were 2,632 medical and public health organs, an increase of 138 over 
1985. There were 35,900 hospital beds, and the total number of hospital beds 
in patient's own homes increased to 10,549. There were 51,000 medical tech- 
nical personnel, an increase of 1,010 over 1985. The number of doctors was 
22,100 898 more than in 1985. The number of nurses and male nurses was 
8,638, an increase of 226 over 1985. The number of nursing staff was 4,551, 
an increase of 450 over 1985. There were 3.6 medical technical workers per 
1,000 persons. The whole city strengthened health protection and preventive 
work, and continued to lower the incidence of various kinds of infectious 
diseases. Special medical treatment was given to old persons over 70. 





New achievements were also made in sports. In 1986, in national competitions, 
Chongqing's athletes won 24 championships. In competition at provincial level, 
145 of air athletes [word indistinct] championship, 15 athletes (teams) broke 
9 provincial, and provincial junior records on 9 occasions. Some 27 ahtletes 
(teams) broke on 20 occasions 20 city, and city junior records. Some 97 sport 
meets at the city level were held. The number of sport meets at regional and 
county level was 545, and the number of sport meets at town and township 

level was 1,516. Some 284,800 athletes took part in these sport meets. 

Some 638,800 persons reached the standards of physical training. 


X. People's Livelihood 


Livelihood of urban and rural residents was further improved, and their in- 
comes continued to increase. People's consumption level was steadily en- 
hanced. According to a sample survey conducted in the families of city and 
township residents, in 1986 the per capita living expenditure income was 

910 yuan, an increase of 19.4 percent over 1985. After deducting the 

factors attributed to the rise in the cost of living index the actual increase 
was 14.6 percent. There were 95 TV sets per 100 households of city residents, 
an increase of 5.3 sets over 1985. Of these television residents, an in- 
crease of 5.3 sets over 1985. Of these television sets, an increase of 11 
over 1985. For every 100 households of city residents, there were 55 re- 
corders, an increase of 10.5 sets over 1985; 151.8 electric fans, an increase 
of 27.8 over 1985; 61.8 washing machines, an increase of 13 over 1985; and 27 
refrigerators, an increase of 13.8 over 1985. 


According to a sample survey conducted in the families of rural residents, in 
1986 the average per capita income in cash was 450 yuan, an increase of 17.8 
percent over 1985. Average per capita net income was 438 yuan, an increase 

of 19.6 percent over 1985. After deducting the factor of increase in goods 
price, the actual increase in income was 47 yuan, an increase of 12.7 percent 
over 1985. At the end of the year, there were 13.5 bicycles per 100 peasant 
households. an increase of 1.6 over 1985. For every 100 peasant households, 
there were 20.5 sewing machines, an increase of 0.3 over 1985; there were 
177.6 wrist watches, an increase of 18.2 over 1985; there were 22.9 televiston 
sets, an increase of 5.5 over 1985; there were 16.4 electric fans, an increase 
of 4.9 over 1985; and there were 6.1 recorders, 1.5 less than 1985. 
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In 1986, we provided jobs for 64,100 persons in towns and townships of the 
whole city, who were awaiting jobs. At the end of the year, the number of 
workers and staff members in the whole city was 2,018,500, an increase of 
41,400 over 1985. Workers and staff members working in enterprises under 
ownership by the whole people totaled 1,459,300, an increase of 26,700 over 
1985. The number of workers and staff members working in collective enter- 
prises in towns and townships was 557,900, an increase of 13,500 over 1985. 
The number of individual laborers in towns and townships was 63,200, an in- 
crease of 6,600 over 1985. In 1986, total wages for workers and staff members 
of the whole city were 2,474 billion yuan, an increase of 18.9 percent over 
1985. Average wages of workers and staff members were 1,246 yuan, an in- 
crease of 16 percent over 1985. After deducting factors attributed to the 
rise in the cost of living index, the actual increase of wages was 11.3 per- 
cent. 


Saving deposits in urban and rural areas continued to increase by a big margin. 
At the end of 1986, savings deposits for residents of the whole city amounted 
to 2.529 billion yuan, an increase of 35.7 percent over the end of 1985. Of 
this sum, savings deposits of town and township residents increased by 32.9 
percent, and rural saving deposits increased by 45.2 percent. 


Living conditions for residents in urban and rural areas gradually improved. 
In 1986, new dwelling houses were built in towns and townships, covering a 
floor space of 2,013,400 square meters. Some 40,000 households moved into new 
houses. We also repaired-and reconstructed public housing covering a floor 
space of 110,000 square meters. We improved living conditions for 4,964 
households, provided housing maintenance for 175,000 households living in 
public houses, and demolished 3,395 dangerous houses. With the further de- 
velopment of the rural commodity economy, peasants constantly increased their 
incomes. In 1986, many new houses were built in villages, covering a floor 
space of 6,814,700 square meters. A great number of peasants moved into new 
houses. 


With the acceleration of the urban and rural social welfare undertakings, in 
1986, we newly built 85 homes for the aged. At present, there are 420 
welfare houses and homes for the aged in the whole city, which take care of 
6,147 lonely old people. Due to the enhancement of the standard of supply, 
their material and spiritual life has been improved. We made marked achieve- 
ment in assisting and giving preferential treatment to the poor, overcoming 
poverty, and helping the poor to get rich in the rural area. During the 
{words indistinct] we gave preferential treatment to 86,300 poor house- 
holds, and assisted 56,400 poor households, an increase of 21,000 and 32,000 
households respectively over 1985. At the end of 1986, a total of 546 wel- 
fare production units were established by city, district, county, neighbor- 
hood, and villages. We made job arrangements for 5,776 handicapped persons, 
and donated 860,000 yuan to the foundation for the handicapped of the whole 
city. 


At the end of 1986, the population of the whole city was 14.27 million, an 
increase of 214,800 over the end of 1985. According to a sample survey of 


population changes in 1986, population birth rate was 24.2 per 1,000, mortal- 
ity rate was 6.4 per 1,000. Natural growth rate of population was 17.9 per ' 
thousand. Family planning rate for the whole year was 90 percent. 
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PROVINCIAL AFFAIRS 





HUNAN OUTLINES 1986 ECONOMIC, SOCIAL DEVELOPMENT 
HKO80644 Changsha Hunan Provincial Service in Mandarin 1100 GMT 5 Mar 87 


[Excerpts] This morning the provincial people's government held a press 
briefing on the provincial economic and social development in 1986. This 

was the provincial government's first briefing of this kind. In his 

speech at the press briefing, (Lu Huiyun), secretary general of the provinical 
government, said: To implement the spirit of the directives of central lead- 
ers, to suit the needs of national economic and social development, and in 
accordance with the stipulations of the statistics law, the provincial go- 
vernment has agreed that from now on the provincial Statistics Bureau will 
adopt various forms to release at regular or irregular intervals our province's 
statistical data concerning economic and social development. In addition, the 
bureau will regularly and promptly write articles on the trends of economic 
and social development. Such articles will be publicly published. 


(Liu Xuewen), deputy director of the provincial Statistics Bureau, made pub- 
lic the conditions of the province's economic and social development in 1986, 
in the presence of responsible persons of all provincial committees, offices, 
departments, and bureaus, reporters of the central news organizations sta- 
tioned in the province, and reporters from relevant provincial news organi- 
zations and from relevant Changshe City news organizations. 


In 1986, the province's gross value of social products reached over 71.3 
billion yuan, an increase of 9.6 percent as compared with 1985; the province's 
total industrial and agricultural output value reached over 59.1 billion 

yuan, an increase of 10.3 percent as compared with 1925; and the province's 
national [guo min] income reached over 33.7 billion yuan, an increase of 

8.3 percent as compared with 1985. 


In 1986, the province's gross value of social products in rural areas reached 
over 33.5 billion yuan, an increase of 12.4 percent as compared with 1985. 
There were bumper grain harvests in 1986. In 1986, the province's total 
grain output reached over 26.31 million tons, an increase of over 1.17 mil- 
lion tons or an increase of 4.7 percent as compared with 1985. 


In 1986, the province's »utput of oil-bearing crops, ramie, sugarcane, 
oranges, and tangerines all registered rises, ranging from 10 percent to 


33 








over 200 percent as compared with 1985; the province's production output of 
live pigs, pork, beef, mutton, and aquatic products all increased by over 
4.5 percent as comapred with 1985; and the province's oucput of jute, ambary 
hemp, flue-cured tobacco, cotton, silkworm cocoons, and tea all reduced by 
a relatively big margin as compared with 1985. 


In 1986, the province's total industrial output value reached over 36.8 
billion yuan, an increase of 13 percent as compared with 1985, thus topping 
the average growth rate during the Sixth 5-Year Plan. Of them, the heavy 
industrial output value reached 20 billion yuar, an increase of 10.9 percent 
as compared with 1985. 


In 1986, the province stopped and suspended 34 capital construction projects, 
thus reducing its total capital construction investments by 230 million yuan. 
The investments in fixed assets completed by the provinc«'s units under owner- 
ship by the whole people in 1986 totaled 4.89 billion yuin, an increase of 
11.5 percent as compared with 1985, thus achieving a very low growth ratc 

as compared with the 1985's 49.2 percentage increase. 


In 1986, the province's total volume of retail sales reached 20.4 billion 
yuan, an increase of 15.4 percent as compared with 1985. In 1986, the pro- 
vince put an end to the stagnant situation of foreign trade and exports which 
existed for many years. The province's 1986 foreign exchange income from 
exports reached 500 million for the first time. 


The province's retail prices in 1986 registered some increases. In 1986, 
the province's general level of retail prices increased by 4.8 percent as 
compared with 1985, thus achieving a low growth rate as compared with the 
1985's 11.1 percentage increase. 


By the end of 1986, scientific and technical personnel engaged in natural 
sciences in the province's unit under ownership by the whole people totaled 
over 340,000 people, and such units’ personnel engaged in sociai sciences 
totaled over 380,000 thus respectively achieving an increase of 17,100 
people engaged in natural sciences and an increase of 48,900 people engaged 
in social sciences as compared with 1985. 


In 1986, the staff and workers in the province's collective enterprises and 
enterprises under ownership by the whole people numbered 4,927,900 an increase 
of 176,400 as compared with 1985; their annual gross payroll reached over 

6.1 billion yuan, an increase of 19.8 percent as compared with 1985; and their 
per capita monetary wag» reached 1,283 yuan, an increase of 15.7 percent as 
compared with 1985. 


The net income per capita among the province's peasants in 1986 reached over 
437 yuan, an increase of 11.2 percent as compared with 1985. 


The following are the province's existing major problems in economic develop- 
ment which remain to be studied and solved. The province's agriculture has 
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weak material and technical foundations and has insufficient reserve strength 
for production; the province's rural channels for commodity circulation 
remain to be cleared; the quality of the province's industrial enterprises 

is relatively poor; the province's economic results are not ideal; and there 


have been excessive growth rates of the demands on consumptions and financial 
expenditures. 
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PROVINCIAL AFFAIRS 


LIAONING COMMUNIQUE ON 1986 ECONOMIC PLAN 
SK030553 Shenyang LIAONING RIBAO in Chinese 12 Feb 87 p 2 


[Communique on fulfilling Liaoning Province's 1986 economic and social develop- 
ment plan issued by the Liaoning Provincial Statistical Bureau on 11 February 
1986] 


[Text] The year 1986 was the first year for implementing the Seventh 5-Year 

Plan. Over the past year, the people of various nationalities throughout 

Liaoning Province, [words indistinct] leadership of the party Central Com- 

mittee, the State Council, the provincial party committee, and the provincial 

government, have upheld the four cardinal principles, conscientiously imple- 

mented the principles of reform, opening to the outside world, and invigor- 

ating the economy, adopted a series of policies and measures for promoting all 

reforms, strengthened and improved the macroeconomic control, overcome the : 
disasters of floods and waterlogging in 2 successive years, and enabled the 
entire national economy to develop coordinatedly and steadily along the goal 
defined in the Seventh 5-Year Plan. According to initial statistics, (Foot- 
note 1) (All figures of this communique are preliminary annual figures [nian 
kuai bao shu 1628 1816 1032 2422] with the exception of the total industrial 
output value and the total retail sales of social commodities, which are 
annual figures) the province's total product of society (Footnote 2) (The 
gross domestic product, the total product of society, the national income, 
and the total product of the rural society are calculated in terms of the 
1986 prices and the rate of growth of all targets is calculated on comparable 
prices) stood at 121.5 billion yuan, up 9 percent over the previous year. 

The total industrial and agricultural output value was 83.79 billion yuan, up 
8.9 percent over the previous year. The national income came to 48 billion 
yuan, up 8 percent over the previous year. The national income came to 48 
billion yuan, up 8 percent over the previous year. The major economic tar- 
gets for the first year of the Seventh 5-Year Plan had been fulfilled and a 
fairly good environment had been provided for the economic structural reform 
and for maintaining a proper economic growth. Along with the steady growth of 
production, financial revenue increased, the urban and rural markets were 
brisk, foreign trade continued to expand, and the livelihood of the 

people continued to improve. The society was stable and new progress was 
made in various undertakings such as science and technology, education, 
culture, public health, and sports. According to initial estimates, the 
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annual gross domestic product was valued at 56.7 billion yuan, up 8 percent 
over the previous year. The contradictions between social demands and sup- 
plies were alleviated. The general situation was good. 


1. Agriculture 


In 1986, the province's rural areas conscientiously implemented the Central 
Document No 1, continued to readjust the rural product mix, reformed the 
procurement system of farm products, further cleared the circulation channel, 





overcame difficulties caused by serious floods, waterlogging, low temperatures, 


and other natural disasters, and ensured a steady economic development. The 
province's total product of the rural areas reached 30 billion yuan, up 19.8 
percent over the previous year, a new record in history. 


The province's total agricultural output value came to 9.65 billion yuan, up 
10.3 percent over the previous year. Of this, the output value of the 
cropping industry increased 16 percent and that of the forestry, animal 
husbandry, sideline businesses, and fisheries increased 3.3 percent over the 
previous year. 


New readjustment was made in the structure of crop cultivation. Thanks to 
our efforts to grasp firmly grain production, the proportion of areas sown 

to grain crops rose from 78 percent in the previous year to 82.9 percent. 
Under the situation in which growth of cash crops was too rapid in the pre- 
vious 2 years, the farming area of cash crops dropped slightly and the pro- 
portion declined from 14.4 percent in the previous year to 9.2 percent. 
Through the joint efforts of the army and the people throughout the province 
to grasp grain production, we scored a great victory in combating floods and 
dealing with emergencies and relief work. The total output of grain and soy- 
beans stood at 122.22 million tons, up 25.2 percent. Due to a decline in 

the area sown to cash crops, the output of cotton, oil-bearing crops, fruits, 
and flue-cured tobacco declined respectively by varying degress. 


In forestry production, we raised the "survival rate" and the "preservation 
rate," and the quality of afforestation was better than that of the previous 
year. Calculated in terms of the survival rate of some 85 percent, the pro- 
vince afforested 2.476 million m. New progress was made in the production 
of animal husbandry. At the end of the year, the total number of large ani- 
mals in stock reached 3.139 million, up 3.5 percent over the previous year. 
The total number of hogs in stock reached 10.317 million, which was basically 
the same as the previous year. The output of various livestock, and poultry 
eggs also increased. The output of pork, mutton, and beef increased 1.8 
percent, poultry eggs 0.3 percent, and milk products, 6.9 percent. Thanks 

to the policy of opening to the outside world and invigorating the economy, 
fishery production showed a fairly big development. The total output of 
aquatic products reached 650,000 tons, up 11.5 percent over the previous year. 
Of this, the output of freshwater products increased 22.6 percent, that of 
seawater products 10.9 percent. 


The level of agricultural technology and equipment was raised. At year end, 
the total capacity of farm machines had reached 8.905 million kw, up 7.3 
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percent over the previous year. The number of tractors was 162,000, up 
11.7 percent. The number of heavy-duty trucks for farm use reached 30,000, 
up 25 percent. A total of 727,000 tons of agricultural chemical fertilizer 
were applied (net weight), up 2.5 percent over the previous year. The total 
consumption of electricity in the rural areas as 3.28 billion kwh, up 11.9 
percent over the previous year. 


Bad weather forecasts by the meteorological departments were fairly accurate 
and prompt, losses caused by natural disasters were alleviated, and the so- 
cial and economic benefits of weather services were raised. 


The main problems in agricultural production included a decline in arable 
land, a marked decrease in the application of farm manure, the disrepair of 
the outdated farmland water conservancy facilities, and a decline in our 
ability to combat natural disasters. The momentum for agricultural develop- 
ment remains to be raised. 


2. Industry 


In 1986, the economic structural reform focusing on invigorating enterprises, 
especially large and medium-sized ones, was gradually deepened in our pro- 
vince, lateral economic cooperation expanded rapidly, and industrial enterprises 
acguired more vigor. Despite the difficult circumstances in which fixed 
asset investment was reduced and there was a shortage of electricity and raw 
materials, the province maintained a stable growth in industrial production, 
and effected a significant change from the "overheated" state to a normal 
development. Industrial product mix was rationalized, and a good trend of a 
coordinated development of light and heavy industries, a noticeable increase 
in quality products and products to be exported to earn foreign exchange, and 
a fairly rapid growth in energy, raw materials, and readily marketable prod- 
ucts emerged. The annual industrial output value totaled 79.14 billion yuan, 
up 8.8 percent over the previous year, and exceeding the annual taget of 8 
percent. If excluding the industries at or below the village level and those 
run by individuals, it was 70.52 billion yuan, surpassing the previous year 
by 6.4 percent. Of it, state-run industries increased by 4.9 percent, and 
collective-run industries by 9.9 percent. Regarding the 66 kinds of major 
industrial products, the annual output plans for 45 of them were fulfilled 

or overfulfilled. Production of some unsalable products was reduced. 


During the past year, light industrial enterprise made stable progress at 

a normal and coordinated speed, and actively made organization for increasing 
the production of quality and brand-name products which were scarce in 
markets, and readily marketable products, playing a positive role in satis- 
fying market demands. The annual light industrial output value reached 22.71 
billion yuan, 8.3 percent over the previous year, and higher than the growth of 
heavy industry. The output of major light industrial products was as fol- 


lows: 
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1986 % of 1986 growth 





over 1985 
Household refrigerators 40,000 240.0 
Electric fans 442 ,000 22.0 
Household washing machines 1.279 million 8.5 
Bicycles 1.983 million 18.5 
Watches 5.336 million 9.2 
Cigarettes 460,000 cartons 5.7 
Cotton yarn 208 ,000 tons 16.1 
Cloth 640 million meters 5.4 
Canned food 73,000 tons 10.4 
Beer 379,000 tons 11.9 


Heavy industrial product mix was further adjusted, energy resources, raw ma- 
terials, and marketable electric and machinery products grew steadily. The 
annual heavy industrial output value was 47.81 billion yuan, a 5.5-percent 
increase over the previous year. Smelting of ferrous metals and mangling 
processing industry grew by 20.5 percent, and chemical industry by 7.3 per- 
cent. The total output of nonrenewable energy (converted into standard coal) 
was 50.38 million tons, 2.4 percent over the previous year. The output of 
major heavy industrial products follows: 





1986 %Z of 1986 growth 
over 1985 

Raw coal 44.214 million tons -2.6 
Crude oil 10.21 million tons 10.7 
Natural gas 1.77 billion cubic meters 18.1 
Electricity 34.59 billion kwh -1.8 

Of which: hydroelectricity 4.64 billion kwh 15.5 
Steel 10.814 million tons 5.5 
Rolled steel 7.586 million tons 6.4 
Pig iron 10.973 million tons 7.3 
Cement 11.191 million tons 10.3 
Chemical fertilizer 547,000 tons 3.8 
Motor vehicles 29 ,000 -9.1 
Machine tools 20 ,000 -2.4 
Diesel locomotives 167 15.2 


Industrial enterprises throughout the province achieved fairly good results 

in energy conservation and improvement of product quality. They saved a total 
of 3.73 million tons of standard coal, up 1.4 percent over the previous year. 
In examining 134 quality targets, the stable quality improvement rate of major 
products reached 94.7 percent, better than in the previous year. The per- 
capita productivity of state industrial enterprises which exercised independ- 
ent accounting rose by 3.1 percent over the previous year, and the profits 

and taxes of budgetary industrial enterprises totaled 7.46 billion yuan, 4.5 
percent over the previous year. 
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The major problems in industrial production were a failure to make the read- 
justments of the production structure and product mix meet the changes in the 
demand structure, which led to an overoccupation of funds by manufactured 
goods; excessive production cost, and an increase in the number of loss-making 
enterprises; and the instability of the quality of some products. 


3. Transportation, Posts, and Telecommunications 


In 1986, transportation, and postal and telecommunications departments of our 
province continuously tapped potential in the course of reform to increasing 
their capabities, thus achieving a steadily growth in production. Transporta- 
tion departments in the province handled 250 million tons of goods, showing 

a 2-percent increase over the previous year, of which those handled by high- 
way departments increased by 9.3 percent, those handled by waterway transport- 
ation departments by 17.7 percent, and those handled by air transportation 
departments by 56.9 percent. Initial results were achieved in moving more 
off-loaded goods out of Dalian Port to enable more ships and cargo, to be 
accommodated. Its cargo handling volume increased by 1.1 percent over the 
previous year. Yingkou Port overfulfilled its annual plan by 33.9 percent. 
Due to an increase in the short-distance railway transportation fees decided 
by the state, the measures to make more use of highway transportation, and 

the development of individual-run transportation undertakings, the volume 

of passengers transported by railways within the province declined by 6 
percent, and the volumes of passengers transported by highway, waterway, and 
civil aviation departments increased by 3.6, 13.4, and 47.4 percent, respec- 
tively. 


In 1986, our province's posts and telecommunications experienced a fairly 
big development, and local telephone calls and communications capacity were 
further strengthened. The total provincial transcations of postal and tele- 
communications departments amounted to 190 million yuan, up 9 percent from 
1985. Of this, the number of letters handled went up 6.9 percent, and long- 
distance telephone calls 5.3 percent. 


The major problem of transportation, posts, and telecommunications is the 
failure to radically relieve the pressure on tranpsort, transportation, and 
communications, although it has been somewhat relieved. 


4. Investment in Fixed Assets and Building Industry 


In 1986 the province's capital construction scale was put under control basic- 
ally; the investment pattern somewhat improved; and the construction of key 
projects and the technical transformation, which have an important bearing 

on gaining the momentum for economic growth, were accelerated. 


Total investment in fixed assets by the state-owned departments throughout 
the province came to 6.76 billion yuan, up 20.5 percent over the preceding 
year, or an actual increase of 8 percent if price increases are taken into 
consideration, greatly lower than the growth scale of the preceding year. 
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The proportion of investment in the construction of productive projects rose 
from 49.2 percent in the preceding year to 54.4 percent; while that in non- 
productive projects dropped from 50.8 percent in the preceding year to 45.6 
percent. Investment in the 54 large and medium-sized projects which were 
under construction throughout the province amounted to 2.37 billion yuan. 

Of these projects, all the nine large and medium-sized projects organized 

and built by the state according to realistic schedules reached the planned 
target for construction rate; and the four large and medium-sized projects and 
the eight single items attached to large and medium-sized projects covered 

by the state plan were basically completed. The new production capacities 

of these projects include: 260,000 tons of hydrogenate petroleum [shi You Jia 
Qing 4258 3111 0502 8641], 298,000 kw of power generating capacity, 5 million 
tons of port cargo handling capacity, 930 million cubic meters of water re- 
serve capacity, and 100,000 tons of soda ash. Total floor space of housing 
completed in 1986 came to 6.2 million square meters. The availability rate 

of fixed assets rose from 62.1 percent in the preceding year to 76.6 percent. 


Technical transformation of existing enterprises was accelerated remarkably, 
thus gaining momentum for invigorating Liaoning's economy. Investment in 
technological transformation and renovation projects by state-owned enter- 
prises throughout the province amounted to 6.32 billion yuan, up 47.1 percent 
from the preceding year, or an actual increase of 32 percent with the factor of 
price increases deducted. Of this amount, 3.12 billion yuan was invested in 
equipment replacement, a 50-percent increase over the previous year. While 
making investment in updating and transformation projects, prominence was 
given to the key energy-saving projects, improving the quality of products, 
and increasing the variety of products and the amount of investment in these 
projects showed an increase of 100 percent, 140 percent, and 78 percent 
respectively over the previous year. In 1986 a total of 3,925 updating and 
transformation projects were completed and put into production, thus playing 
a positive role and promoting the technical progress of enterprises. 


New headway was made in the reform of the building industry. Some 90.6 per- 
cent of projects undertaken by the state-owned building enterprises in the 
province were built in line with various forms of contracts. The total output 
value of these enterprises increased by 33.5 percent, and the per-capita 
productivity increased by 20.2 percent. 


The major problem on the capital construction front is the failure to radi- 
cally change the long construction period and low quality. 


5. Commerce and Commodity Price 


In 1986 along with the deepening of the reform of the commercial system, the 
urban and rural markets throughout the province thrived, with a brisk buying 
and selling of commodities. The province's total volume of commodities pur- 
chased amounted to 17.23 billion yuan, a 6.6-percent increase over the pre- 
vious year. The total net volume of commodities imported from other pro- 
vinces came to 3.54 billion yuan, up 26.7 percent from the previous year, and 
the supply of commodities on markets was relatively ample. The province's 
total retail sales for 1986 reached 26.6 billion yuan, a 15-percent increase 
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over the previous year, or an actual increase of 8 percent when considering 
the price hikes. Retail sales of consumer goods increased by 16 percent, with 
an overall increase in sales of food, garment, and articles for use. Retail 
sales of food increased by 12.6 percent; clothes, 22.2 percent; and articles 
for use, 14.6 percent. When comparing to the previous year, the retailed 
volume of color television sets increased by 90.7 percent; refrigerators, 
99.8 percent; cassette recorders, 32.4 percent, knitting wool, 110 percent; 
and woolen piece goods, 30.8 percent. New headway was made inthe urban and 
rural market trade. The number of urban and rural markets increased from 
2,158 at the end of the previous year to 2,229. The transaction volume of 
markets in 1986 was 3.98 billion yuan, up 35.2 percent from the previous year. 
of this, the transaction volume of grain increased by 13 percent; pork, 68.3 
percent; eggs, 29.2 percent; and fresh fish, 83 percent. 


In 1986 while reforming the commercial system, some commercial enterprises 
introduced lease business and share business, and some small-sized commercial 
enterprises made new headway in practicing bargain sales on a trial basis. 
Commodity circulation was further enlivened throughout the province, and re- 
tail sales of commodities in all economic sectors showed a relatively big 
increase. The total amount of retail sales in the state-owned sector grew 
14.3 percent; in the collective sector, 7.7 percent; and in the individual 
sector, 31.3 percent; while retail sales by farmers to nonagricultural resi- 
dents went up 18.7 percent. Along with the incresse in income of the urban 
and rural residents, at piesent the structural contradiction between the 
supply and demand of commodities is still very conspicuous, and the supply 
of some quality, brand-name, and readily marketable commodities falls short 
of demand, thus affecting the purchase power of consumers, adding the surplus 
of purchasing power, and forming a latent burden to markets. 


In 1986 our province took a new step in conducting reforms in commodity prices. 

Measures were adopted in delegating the power of price management over 150 

products, formerly controlled by the provincial authorities, and leaving some 

leeway for the price difference of light and textile industrial products and 

nonstaple foodstuffs with different quality and variety and during different 

seasons. The province enhanced the guidance of commodities of market-adjusted 

prices and promoted the development of the commodity economy. The province's 

average increase in the general price index of procuring farr and sideline 

products reached 7.7 percent and that in the general price index of retail 

sales reached 6 percent, which were controlled under the demand set forth by 

the state provisions. Of these price increases, that of urban areas reached 

7.2 percent, that of urban areas at the county level reached 5.9 percent, and 

that of rural areas reached 4.1 percent. The increase in the price index of 

consumer goods reached 6.4 percent and that in the price index of means of 

agricultural production reached 2 percent. Of these price increases in 

various consumer goods, that of foodstuffs reached 7.9 percent (including a : 
3.6 percent increase in fresh vegetable prices, an 11.2 percent increase in 
meat and egg prices, a 20 percent increase in aquatic product prices, and a 

14.9 percent increase in fresh fruit prices); that of garment reached 4.5 

percent; that of daily necessities reached 5.3 percent; that of books, newspapers, 
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and magazines reached 22.4 percent; that of cultural and recreative commodi- 
ties reached 0.7 percent; that of pharmaceutic and medical commodities reached 
2.1 percent; and that of fuel commodities reached 3.3 percent. The province 
showed a 7-percent increase in the cost of living index of staff members and 
workers over the 1986 figure. Of this price index increase, that of service 
trades reached 9.3 percent and that of peasants’ livelihood reached 5 percent. 


6. Foreign Economic Relations and Trade and Tourist Business 


In 1986 our province accelerated the pace of enforcing the policy of opening to 
the outside world, vigorously opened international markets, and achieved new 
development in establishing economic relations, trades, and technical exchange 
programs with foreign countries. The province's total volume of procuring 
export commodities reached 6.62 billion yuan, a 47.6-percent increase over the 
1985 figure, topping the previous peak. The harbor cities exported commodities 
reached 6.62 billion yuan, a 47.6-percent increase over the 1985 figure, 
topping the previous peak. The harbor cities exported commodities worth 

$3.03 billion in which the exported commodities excluding the exported gas 
were worth $1.17 billion, a 30-percent increase over the 1985 figure calcu- 
lated in terms of comparable items. In particular, the provirce changed the 
long-stagnant situation in exporting machinery and electric commodities and 
showed a large-scale increase in this regard, a more than 70-percent increase 
in the volume of procuring export commodities in this regard, and a 53-percent 
increase in the volume of earned foreign exchanges. 


The province also showed a large-scale increase over the 1985 figure in intro- 
ducing outside funds and advanced technology. The province's new contracts on 
160 projects were worth $430 million, a 50.9-percent increase over the 1985 
figure. The net volume of foreign capital utilized by the province reached 
$90.03 million, a 1.l-percent increase over the 1985 figure, of this volume, 
the capital direclty introduced by foreign businessmen reached $32.97 million. 
The Dalian Economic Development Zone possessed the conditions of basic facil- 
ities and integrated facilities of living services for foreign businessmen to 
invest their money in the zone. At the end of 1986, the zone introduced 

500 million yuan of outside capital and the volume of foreign capital directly 
utilized by the zone reached $36 million. The 10 projects of foreign busi- 
nesses were completely built and put into operation in the zone. 


Technical introduction achieved stable development and the standard in this 
regard was also upgraded. In 1986 the province signed contracts on intro- 
ducing 444 technical items worth $280 million. The net volume of foreign 
exchanges practically used by the province while introducing outside technology 
reached $300 million. The province signed contracts on 22 construction pro- 
jects and Labor cooperation with foreign countries, which were worth $19.73 
million. The 1986 total business volume in this regard reached $15.05 million. 


In 1986 our province received 92,000 tourists, businessmen, and personnel in 


charge of cultural exchanges from 102 countries and regions. Of this number, 
that of Overseas Chinese and compatriots from Hong Kong and Macao showed a 
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21.9 percent increase over the 1985 figure. The annual foreign exchanges 
earned from the tourism reached $27.15 million, a 74.3-percent increase over 
the 1985 figure. 


7. Finance, Banking, and Insurance 


In 1986 the province further enhanced financial management, took a new step 
in conducting reforms in the banking systems, and promoted the stable 
development in the economy. Under the situation in which revenues were 
reduced and spendings were increased, the province's local financial revenues 
reached 9.71 billion yuan, a 5.3-percent increase over the 1985 figure. Of 
these revenues, that covered by the contracts signed by the local departments 
reached 9.04 billion yuan, a 4.5-percent increase over the 1985 figure. The 
province's local financial spendings reached 7.4 billion yuan, an 18.9- 
percent increase over the 1985 figure. 


At the end of 1986, the total volume of bank deposits throughout the province 
showed a 5.6-billion-yuan increase over the figure scored at the beginning 
of 1986 and a 25.3-percent increase [word indistinct] figure. The volume of 
various loans showed an 11.27 billion yuan increase over the figure scored 
at the beginning of 1986 and a 32.6-percent increase ove this figure. Of 
this volume, loans for industrial circulating funds showea a 4.62 billion 
yuan increase over the figure scored at the beginning of 1986 and a 37.3- 
percent increase over the figure. The total volume of both urban and rural 
deposits throughout the province reached 14.06 hillion yuan, a 39.3-percent 
increase over the figure scored at the beginning of 1986. Of this volume, 
that of urban deposits reached 10.24 billion yuan, a 40.9-percent increase 
over the figure scored at the beginning of 1986, and that of rural deposits 
reached 3.82 billion yuan, a 35-percent increase over the figure. 


New progress was made in insurance business in 1986. The varieties of insur- 
ance business increased from 90 in 1985 to 110. The domestic insurance 
volume showed an increase of 41.9 percent over the previous year and the for- 
eign insurance volume increased by 18.8 percent. 


8. Science, Education, and Cutlure 


Science and technology developed steadily in 1986 along with reforms. Notable 
scientific and technological achievements were made. A total of 519,000 na- 
tural science personnel were working at state units, an increase of 36,000 
persons over 1985. A total of 356,000 social science personnel were working 
at state units, an increase of 25,000 persons over 1985. Natural science 
institutions throughout the province saw 2,734 scientific and technological 
achievements in 1986, an increase of 258 over that made in 1985. Of this, 
1,007 were major scientific and technological achievements and 211 findings 
won state patent rights for invention and creation. Such scientific and 
technological findings as the technology to directly smelt ludwigite into 
ferroboron [4296 9485 6993 4349 4160 2234 0396 3550 4296 6993 2111 2611], 
the active technology and equipment for processing gingseng [3172 1840 0639 
0502 15642 2111 2611 0644 6080 0271], electrostatic scouring technology and 
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equipment [7234 7193 3156 3029 2111 2611 0644 6080 0271], and activated carbon 
and felting material to protect and filter gas [3172 1840 8955 3030 7089 3021 
3459 2436] attained international advanced level. 


New developments were achieved in education. A multilayered pattern for de- 
veloping education of higher learning with specialized students, undergrad- 
uates, and postgraduates was preliminarily formed. The proportion of the 
number of students accepting special and regular college courses tended to 
balance and the proportion was readjusted from 1 to 2.1 in 1985 to 1 to 1.8. 
The number of regular colleges and universities with postgraduates for Doctor's 
and Master's degrees increased from 21 in 1985 to 23. There were 5,009 
postgraduates in 1986, an increase of 1,322 students over 1985. Regular 
institutions of higher learning of various categories throughout the province 
had a student boyd of 107,000 students, an increase of 12,000 students over 
1985. Secondary education structure which simultaneously develops regular 
education and vocational and technological education was perfected. Second- 
ary specialized schools throughout the province had a student body of 82,000 
students, an increase of 11,000 students over 1985. Agricultural and voca- 
tional middle schools had a student body of 150,000 students. The proportion 
of the enrollment in secondary specialized schools and agricultural and vo- 
cational middle schools in the enrollment in the senior high schools of secon- 
dary education rose from 41 percent in 1985 to 43 percent. The enrollment 

in regular senior high schools reached 303,000 students and that in regular 
junior middle schools reached 1.712 million students. Notable results were 
made in popularizing elementary edvcation. The enrollment rate of school- 
age children increased from 98.3 percent in 1985 to 98.5 percent. Rapid 
developments were achieved in adult education. A situation of opening 
various channels for developing education has taken shape. The enrollment 

in institutions of higher learning and primary and secondary schools reached 
1.188 million students. 





Greater progress was made in cultural establishments, publication, and radio, 
film, and television undertakings. This has helped enrich the people's cul- 
tural life. In 1986, the province released 188 new films of various kinds. 
At the end of 1986, che province had 9,573 film projection units. The pro- 
vince's radio coverage rate reached 63.8 percent and television coverage rate 
reached 72.8 percent. The province had 72 kinds of newspapers and published 
1,797 categories of books and magazines. 


9. Public Health, Sports, and Environmental Protection 


Our province improved its health and medical conditions in 1986. The pro- 
vince had 143,000 hospital beds at the end of 1986, an increase of 6,000 

over 1985; and had 199,000 specialized health and technical personnel, an 
increase of 5,000 persons over 1985. Of this, 68,000 were doctors, an increase 
of 2,000 persons over 1985. The incidences of endemic diseases and infec- 
tious diseases were notably reduced in 1986, setting a record since the 
founding of the PRC. 
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The sports front scored great successes in 1986. Sportsmen of our province 
won 33 championships at home and abroad. A sportsman broke a world record, 
four sportsmen broke six Asian records, and a sportsman equalled an Asian 
record. At the 10th Asian Games, sportsmen from our province won 14 gold 
medals, making great crutributions to maintaining our couostry's position as 
a powerful sports country. 


In 1986 our province further strengthened its environmental protection work 
and improved the quality of environment in the urban areas. The annual 
amount of polluted water to be disposed reached 46 million tons, and the 
disposal rate was 27.8 percent. The rate of comprehensive utilization of in- 
dustrial solid wastes of the entire province reached 20.6 percent and the dis- 
posal rate reached 31.4 percent. The recovery rate of industrial scraps 
reached 74.7 percent. 


10. People's Livelihood 


In 1986, along with the sustained economic development and the deepening of 
the economic structrual reform, the income of our province's urban and rural 
residents continued to grow and the livelihood of the people further improved. 
A sampel survey among families living in the urban and rural areas showed 
that the average per-capita income for living expenses of the residents in 
cities and towns reached 820 yuan. Deducting the rise of prices, the actual 
increase was 14.9 percent. Of this, the average per-capita income for liv- 
ing expenses of the urban residents reached 844 yuan and the actual increase 
was 14 percent. The average per-capita income for living expenses of the 
residents living in the county seats was 691 yuan and the actual increase 

was 19.2 percent. The average per-capita net income of peasants reached 

533 yuan. If the increase in the rise of prices was factored in, the actual 
increase was 5.2 percent. Of this, the net income from productive activities 
was 465 yuan and the actual increase was 6.5 percent. Judging from the Living 
expenses of the urban and rural residents, the average per-capita living 
expenses of residents in cities and towns reached 774 yuan. If the rise 

in prices was factored in, the actual increase was 13.7 percent. The 

average per-capita living expenses of peasants was 415 yuan. Of this, the 
cash purchasing expenditures showed an actual increase of 8.8 percent if the 
rise in prices was factored in. 


The average amount of consumer goods in use by every 100 households which 
showed improvements in the people's living standards was listed as follows: 





Staff and Workers Peasants ; 
1986 1985 1986 1985 
Television sets 93.6 87.1 42.7 41.9 
Of which color TV sets 19.5 9.1 3.6 1.9 
Electric fans 27 24 3.4 2.5 
Washing machines 60.9 51 15.2 11.9 
Refrigerators 4.7 2.2 0.1 0.1 
Cassette recorders 46 39 10.6 8.8 
Cameras 12 11 0.9 0.4 
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In 1986 the province as a whole provided jobs for 291,000 workers in cities 
and towns. The total number of staffers and workers at the end of the year 
reached 9.488 million, up 3 percent over the previous year. The number of 
self-employed workers in cities and towns stood at 264,000. 


The total wages of staffers and workers throughout the province reached 11.57 
billion yuan, up 19.9 percent over the previous year. Of this, the amount 
of bonuses and payments for work above quotas totaled 2.1 billion yuan, an 
increase of 15.4 percent. The average cash wages for workers throughout the 
province reached 1,243 yuan. If the rise in prices was factored in, the 
actual increase was 9.2 percent. 


The living conditions for the urban and rural people further improved. In 
1986 the average per-capita living space for the people in cities and towns 
was 4.5 square meters and the average per-capita housing area of peasants 
was 15.8 square meters, both showing an increase over the previous year. 


ll. Population 


According to a sample survey on the changes in population, the total 
population of the province at the end of 1986 came to 37.35 million persons, 
an increase of 490,000 persons over the previous year. The birth rate was 16.5 
per thousand. The death rate was 6 per thousand, and the natural population 
rate was 10.5 per thousand. The province's planned birth rate was 99.3 
percent; the one-child rate was 81.3 percent; the second-birth rate was 18.4 
percent; and the multiple-birth rate showed a fairiy big increase over the 
previous year. This was mainly caused by the fact that the number of mar- 
tiages and child-hearing age persons increased by a large margin, and that 

the family planning policy had been readjusted. 
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PROVINCIAL AFFAIRS 


HAINAN LEADER URGES PRODUCTION, ECONOMY DRIVE 
HKO50159 Haikou Hainan Island Service in Mandarin 1100 GMT 4 Mar 87 


[Excerpts] Meng Qingping, deputy secretary of the Hainan regional party 
committee and principal responsible person of the regional government, de- 
livered a report today at the Hainan meeting of cadres of three levels, out- 
lining arrangements for the drive to increase production and practice economy 
and increase revenue and economize expenditure in Hainan. He called on all 
localities to rapidly take action, strengthen leadership, undertake careful 
organization, and do a thoroughly sound job in launching this drive. 


Meng Qingping first conveyed the spirit of the recent naticnal conference of 

profincial governors and the provincial meeting of mayors and prefectural 

commissioners. Discussing the economic situation, he said that Hainan's 
economic situation last year was generally speaking good, as it was in the | 
whole country and the whole province. Compared with 1985, the region's in- 
dustrial and agricultural output value rose by 6.8 percent, total social out- 
put value rose by 5.6 percent, and national income rose by 6 percent. 


However, there are also some problems and difficulties. The main expressions 


of these are: The sown area of sugarcane and the afforestation area have H 
declined; infrastructure such as electric power and transport is backward, | 
seriously constraining the development of the region's economy; foreign trade ‘ 


and exports have declined; the burden on local finances is excessive; expendi- 

tures have grown too rapidly; the economic results of industrial enterprises 

are still not good enough; the proportion of non-productive investment in 
fixed assets is too great; and there are still imperfections in the use of 

and control of capital not covered by the budget. 


To solve these problems, we must follow the unified arrangements of the CPC ‘ 
Central Committee and State Council and launch an extensive drive to in- 
crease production and practice economy and increase revenue and economize . 


expenditure. 


Meng Qingping stressed that the leaders at all levels must be concerned for 
the overall situation, resolutely support the policy measures taken by the 
central authorities to cut expenditure, overcome difficulties, and ensure the . 
fulfillment of all tasks. All localities and departments must, while vigorously i 


48 











launching this drive, do a good job in blocking loopholes, strengthen enter- 
prise management, deepen enterprise reforms, improve product quality, reduce 
input consumption, and improve economic results. 


There must be an across-the-board cut in regional-level expenditure, except 
for ensuring the expenditures set out by the central authorities and the key 
construction projects in energy, transport, telecommunications, and raw ma- 
terials, and agricultural water conservancy construction. This cut is to 
include self-raised investment in fixed assets, together with spendingon 
culture, education, science, and public health, and administrative expenses. 


We must strengthen the management of public fund medical expenses, strictly 
control capital construction investment, strengthen financial management and 
supervision, and strive to increase revenue. We must strictly control group 


purchasing power. 


The government and the finance departments at all levels must vigorously sup- 
port production and study ways of promoting production. In p iticular, we 
must support the development of production in township and town enterprises, 


so as to increase revenue. 
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PROVINCIAL AFFAIRS 


PAPER ON INDUSTRIAL DEVELOPMENT IN HAINAN 
HKO91505 Guangzhou NANFANG RIBAO in Chinese 4 Mar 87 p 1 


[Report by correspondents Yang Xingfeng (2254 5281 6912) and Fan Xianqun (5400 
0686 5028): "“Hainan's Industry Begins To Take Shape"] 


[Text] Eye-catching changes have taken place in the economic structure of 
Hainan Island, whose national economic income has always depended chiefly on 
agriculture. With the rapid rise of sugar-refining, rubber, textile, metal- 
lurgical, and machinebuilding industries, last year the island's industrial 
output value constituted nearly 40 percent of its total industrial and agri- 
cultural output value. Moreover, a batch of key development projects are 
soon to be commissioned. This shows that the island has gained a great 
strength needed to back the continued development of its industry. People 


have elatedly said: "Hainan is no longer a predominantly agricultural island." 


In the last 3 years, the Hainan Administrative Regional CPC Committee and 
Government have implemented the policy of "promoting the island's development 
by opening it to the outside world" and shifted its starting points on de- 
velopment of the island's strong points in natural resources. While paying 
close attention to developmental agricultural production, they have also 
actively developed the industries that require less investment and promise 
quick results, industries that process mainly resources of the island, by 
introducing investment from abroad and establishing lateral ties at home 

and conducting technological transformation. Hence, the island's industry 
has begun to take shape and the aforesaid five major industrial sectors have 
occupied a decisive position in the national economy. 


--Major successes have been attained in the sugar-refining industry. In re- 
cent years, 12 new sugar refineries have been set up throughout the island 
and the existing 27 small sugar refineries have been expanded or renovated. 
Hence, the island's capacity for pressing sugar cane has increased from 
11,000 tons a day to 26,000 tons and its sugar output showed a yearly average 
increase of 38 percent. The sugar output in the previous pressing season 
amounted to 320,000 tons, comprising one sixth of the province's total sugar 
output the same year, and the industry's output value totaled 330 million 
yuan, thus becoming an outstanding industrial sector in the island. 
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--The rubber manufacturing industry has formed a complete chain of production 
procedures. Over the last 3 years the investment in the overall technologi- 
cal transformation of the industry has come to 28 million yuan and its fixed 
assets has increased by 138 percent. A rubber processing industrial system is 
capable of producing products of a wide range of varieties and specifications. 
The number of varieties of export goods has increased from two to eight and 
they are sold in more than 40 countries and regions. The output value cre- 
ated by the industry last year was nearly 100 million yuan, 60 percent more 
than in 1983. 


--As a latecomer, the textile industry has surpassed the old-timers. Three 
years ago on the island there were only five textile enterprises, producing 
small amounts of knitwear, mosquito netting, towels, black [18 7812] bro- 
cades, and gunnysacks. To put an end to the backward situation of "6 million 
people not having an inch of cloth in their hands," the island invested 360 
million yuan to develop vigorously the industry. At present it has 22 textile 
enterprises, and last year their output value amounted to 117 million yuan, an 
increase of 130 percent over 1983. 


--The metallurgical industry is expanding day by day. There are now 16 metal- 
lurgical enterprises all over the region. Of the 36 minerals of exploitative 
value on the island, iron, titanium, cobalt, aluminum, gold, and 4 other 
minerals, have been exploited. The exploitation of iron ore has entered the 
golden age of modern mining. The output value created by the industry last 
year increased by 160 percent over the previous 3 years. 


--There are captivating prospects for the machinebuilding industry. Over the 
last 3 years, the island invested 18.94 million yuan to carry out 20 major 
transformation projects in its machinebuilding enterprises, thus infusing 
fresh vigor into the industry. The industry's total output value increased at 
an average rate of more than 15 percent a year. 
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PROVINCIAL AFFAIRS 


HEILONGJIANG RIBAO COMMENTATOR ON DEEPENING ENTERPRISE REFORM 
SKO30728 Harbin Heilongjiang Provincial Service in Mandarin 2200 GMT 2 Mar 87 


[Text] On 3 March, HEILONGJIANG RIBAO gives frontpage prominence to a com- 
mentator's article, entitled "Deepening Enterprise Reform." 


The article states: Conducting the campaign of increasing production and 
revenues and on reducing expenditures, deepening enterprise reform, and in- 
tensifying enterprise vitality are the main tasks of this year's economic 
work. These tasks promote each other and are interrelated. Grasping the 
work on deepening enterprise reform, which focuses on intensifying the vital- 
ity of enterprises and raising economic results, is the key to doing a good 
job in the campaign on increasing production and revenues and on cutting 
expenditures. 


At present, although we have decentralized power to enterprises, it has not 
been well implemented. However, judging from the entire situation, enter- 
prises no longer have a chance to ask for tax reductions or more profits be- 
cause of the limited financial capacity of the state. In the future reform, 
the main task is to improve the operational mechanism of enterprises, to 
raise their capacity of self-transformation, self-accumulation, and self- 
development, and enable them to give more taxes and to earn and retain more 
profits in the course of expanding production. These are the inevitable 
demands in deepening enterprise reform. 


To realize these demands, we should attach prime importance to expanding the 
decisionmaking power of enterprises in their operations in line with the 
principle of properly separating ownership from operation power. Judging 

from our existing experiences, in principle we should relax control over small 
enterprises and implement operational contracts, joint-stock, and leasing 
systems among enterprises according to different conditions. In large and 
medium-sized enterprises, we should also proceed from reality in line with 
their present situations, allow the existence of diversified operational 
forms, and implement all forms of the economic contract responsibility system 
among them. All kinds of enterprises should reduce the size of their account- 
ing units, institute the system of independent accounting and being respons- 
ible for their own profits and losses, enhance the sense of responsibility 
among the enterprise operators, and enable their economic activities to suit 
the demands of the commodity economy. 
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While implementing the principle of separating the ownership and operational 
power of enterprises and clearly defining the economic relations and respons- 
ibilities of the enterprise owners and operators, we should also deepen the 
internal reform of enterprises and enable the enterprise owners and opera- 

tors to genuinely integrate and implement their responsibilities, rights, and 
profits. At present the most important task is to implement deeply the three 
regulations on implementing the plant director responsibility system. Strength- 
ening enterprise management and upgrading enterprises are the task which we 
must not ignore in deepening enterprise reform. 
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PROVINCIAL AFFAIRS 


XINJIANG RADIO ON NEED FOR HARD WORK, THRIFT 
HKO51430 Urumqi Xinjiang Regional Service in Mandarin 1300 GMT 4 Mar 87 


[Xinjiang People's Broadcasting Station and Xinjiang Television Station com- . 
mentators’ article: "Increase Production, Practice Economy, and Build the 
Country Through Hard Work and Thrift"] 


{Text} The practice of building the country through hard work and thrift, 

of plain living and hard struggle, of increasing production and practicing 
economy, and of increasing revenue and reducing expenditure constitutes the 
fine tradition of our party and is also our magic weapon for promoting eco- 
nomic construction. In the early days after the founding of the PRC, the 
party led the people to carry out extensively the drive to incrsease produc- 
tion and practice economy and people throughout the country implemented the 
policy of plain living and hard struggle and of building the country through 
hard work and thrift, thus quickly healing war wounds, putting the national 
economy back on its feet, and fulfilling the First 5-Year Plan ahead of 
schedule. Over the past 30 years and more since the founding of the PRC, we 
have carried forward the glorious tradition of plain living and hard struggle 
and of building the country through hard work and thrift and have won great 
victories in socialist revolution and construction. Since the 3d Plenary 
Session of the 1lth CPC Central Committee, we have implemented the policy 

on reinvigorating the domestic economy and opening up to the outside world, 
scored heartening achievements in promoting the national economy, and 
greatly improved the people's living standards. However, we must not lose 
sight of the fact that ours is still a developing country and that achieving 
the level of a medium [zhong deng] developed country still requires several 
dozen years of plain living and hard struggle. However, some of our comrades 
have mistaken a developing country for a developed country. It seems to 

them that reform is very easy and that material wealth can be readily achieved. 
They have not stressed or have seldom stressed the importance of implementing 
the policy of plain living and hard struggle, of building the country through 
hard work and thrift, of increasing production and practicing economy, and 

of increasing revenue and reducing expenditure. They have even been divorced 
from the reality in China and have advocated so-called high consumption, thus 
greatly inflating the people's demands in consumption. 


Over the past few years, many areas have not proceeded from reality but have 
put undue emphasis on spreading ideas of consumption, have brought about 
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the increasingly glaring phenomena of going in for ostentation, extravagance, 
and waste and of competing with each other in displaying wealth, and have pro- 
duced an overheated and inflated atmosphere within their economic work. All 
these practices and phenomena do not conform with our national conditions. 

In discussing issues and handling affairs, we must proceed from the reality 
that China is a large country with a very large population and an under- 
developed economy and be practical and realistic in handling affairs. We 

must not lose sight of the fact that we have great potential for increasing 
production, practicing economy, increasing revenue, and reducing expenditure. 
Let us take our region as an example. About 40 percent of the products manu- 
factured by our region's industrial enterprises this year showed an increase 
in the material consumption per unit product as compared with the year before 
last. Material consumption accounts for about 70 percent of the production 
costs of industrial products in our region. If material consumption can be 
reduced, our economic results can be greatly improved. These conditions tell 
us that we must further promote the common social practice of plain living 

and hard struggle, of building the country through hard work and thrift, 

of making more contributions, and of strictly observing discipline, and 
energetically launch the drive to increase production and practice economy 

and increase revenue and reduce expenditure throughout the region and among 
all trades and professions. Further promoting the practice and energetically 
launching the drive are not only the requirements for the building of socialist 
material civilization but are also the requirements for building socialist 
spiritual civilization and for improving party style and the general mood in 
our society. 


To promote the work of increasing production and practicing economy and in- 
creasing revenue and reducing expenditure, first of all we must implement 

the guiding principles of seeking truth from facts and making steady progress, 
and compress the inflated atmosphere within our economic work. 


Second, we must conduct education in building the country through hard work 
and thrift and in running all undertakings through hard work and thrift and 
in running all undertakings through hard work and thrift among the cadres and 
people of all nationalities, carry forward the 1950's fine tradition of 
building up enterprises through arduous efforts, proceed from making every 
mill count and from economizing on every drop of water and every kilowatt- 
hour of electricity, and conscientiously and truly carry out the work of 
practicing economy. 


Third, we must adopt practical measures to resolutely change the old method of 
concentrating on output value alone and of neglecting economic results and 
market demands. In launching the drive to increase production and practice 
economy and increase revenue and reduce expenditure, we must put the stress 

on improving economic results. In carrying out the work of increasing pro- 
duction and revenue, we must center our efforts on increasing the output 

of those marketable products that have a guaranteed supply of raw and pro- 
cessed materials and that have the distinctive features of Xinjiang so as to 
increase our revenue. In carrying out the work of practicing economy and 
reducing expenditure, we must put the stress on reducing material consumption, 
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increasing labor productivity, and accelerating the turnover rate or funds. 
We must reduce excessive financial expenditure and particularly nonproductive 
expenditure, and cut down all unnecessary administrative expenses. 


The launching of the drive to increase production and practice economy and 
increase revenue and reduce expenditure is a strategic plan to strengthen the 
building of the two civilizations and is absolutely not an expendient measure 
to solve current economic problems. Leading cadres at all levels must in- 
crease their nderstanding, strengthen leadership over the work, promote an 
extensive, deep, sustained, and sound development of the drive to increase 
production and practice economy and increase revenue and reduce expenditure, 
and achieve proper results in the drive. 
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PROVINCIAL AFFAIRS 


BRIEFS 


CHANGCHUN 1986 INDUSTRIAL ACHIEVEMENTS--In 1986 Changchun City, Jilin Pro- 
vince, realized 6,454,300,000 yuan in total industrial output value, a 0.9 
percent increase over the 1985 figure; and 6.189 billion yuan when including 
that scored by the industrial enterprises at or below the village level, a 
2.49 percent increase over the 1985 figure. In 1986 the city turned out 

410 new products that yielded 300 million yuan in output value. [Excerpts] 
[Shenyang DONGBEI JINGJI BAO in Chinese No 127 24 Feb 87 p 1 SK] /6662 


DALIAN 1986 INDUSTRIAL ACHIEVEMENTS--In 1986 Dalian City, Liaoning Province, 
realized 11.549 billion yuan of total industrial output value, an 8.2 percent 
increase over the 1985 figure; and 13.049 billion yuan when including that 
scored by the industrial enterprises at or below the village level, a 12.4 
percent increase over the 1985 figure. [Excerpt] [Shenyang DONGBEI JINGJI 
BAO in Chinese No 127 24 Feb 87 p.1 SK] /6662 


SHENYANG 1986 INDUSTRIAL ACHIEVEMENTS--In 1986 Shenyang City, Liaoning Pro- 
vince, realized 16.31 billion yuan of total industrial output value, a 

5.8 percent increase over the 1985 figure; and 18.48 billion yuan when in- 
cluding that scored by the industrial enterprises at or below the village 
level, a 9.9 percent increase over the 1985 figure. Of this increase, the 
output value of exported products showed a 3.4-fold increase over the 1985 
figure. [Excerpts] [Shenyang DONGBEI JINGJI BAO in Chinese No 127 24 Feb 
87 p 1 SK] /6662 


GANSU INDUSTRIAL OUTPUT--Gansu's industrial output value in February showed a 
rise of 3.04 percent over the same month last year and set a record for the 
month. Total output value for January and February was 1.8 billion yuan, an 
increase of 2.5 percent over the same period last year. [Summary] [Lanzhou 
Gansu Provincial Service in Mandarin 1100 GMT 7 Mar 87 HK] /6662 


QINGHAI PRODUCTION, ECONOMY DRIVE--The provincial party committee and govern- 


ment held a radio and television mobilization meeting on 7 March for increasing 


production and practicing economy and increasing revenue and economizing 
expenditure. Provincial party and government leaders including Yin Kesheng, 
Song Ruixiang, and Lu Shengdao attended. In a mobilization report, Governor 
Song Ruixiang analyzed the new situation facing the province's economy and 
the importance of launching the drive to increase production and practice 
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economy. He said: There are four major aspects to this drive in the province 
this year: 1) Seriously readjust the product mix in light of market needs, 
and vigorously increase output of products with a ready market, so as to 
boost production and revenue. 2) Strive to improve product quality, strength- 
en management, reduce input consumption, and gain economic results from prac- 
ticing economy. 3) Reduce the scale of capital construction and ensure the 
key projects covered by the plans, to boost the reserve strength for economic 
development. 4) Do a good job in tax collection work. [Excerpts] [Xining 
Qinghai Provincial Service in Mandarin 2300 GMT 7 Mar 87 HK] /6662 


SICHUAN: PLANT MANAGERS DIALOGUE--From 3 to 5 March, provincial governor 
Jiang Minkuan and vice governors Gu Jinchi and Ma Lin held a dialogue with 
some 40 managers and directors of large and medium plants at a forum on 
deepening reform held by the provincial entrepreneurs’ club. They discussed 
questions of how to deepen the reforms, invigorate the enterprises, and step 
up lateral economic ties, how to set up ideological and political work to 
mobilize the workers’ enthusiasm, and so on. They also answered questions 
raised by the entrepreneurs regarding energy, capital, and coordination of 
reforms. The provincial leaders said that the major tasks for the enterprises 
this year are to deepen the reforms, invigorate the enterprises, and launch 
the drive to increase production and practice economy and increase revenue 
and economize expenditure. It is essential to implement unswervingly State 
Council document No 3. It is essential to separate ownership and operating 
powers in enterprises. It is essential to grasp the enterprises’ internal 
services and truly invigorate them. [Text] [Chengdu Sichuan Provincial 
Service in Mandarin 2300 GMT 5 May 87 HK] /6662 


HAINAN 1986 PRODUCTION FIGURES--Last year the total output value of industry 
and agriculture in Hainan was 3.931 billion yuan, a rise of 6.8 percent over 
1985. Total social output value was 5.45 billion yuan, a rise of 5.6 per- 
cent. Notional income was 2.83 billion yuan, a rise of 6 percent. [Summary] 
[Haikou Hainan Island Service in Mandarin 1100 GMT 7 Mar 87 HK] /6662 


SHANDONG KEY CONSTRUCTION PROJECTS--The state has arranged 11 key construction 
projects in Shandong Province in 1987. Among them, three projects must be 
completed and commissioned within this year, six projects are continuing 
ones, and two projects are newly started ones. The total investment is 

2,594 million yuan, accounting for about 50 percent of the province's total 
investment in capital construction. [Excerpts] [Jinan Shandong Provincial 
Service in Mandarin 2300 GMT 6 Mar 87 SK] /6662 


CAAC CHARTER SERVICE--The transport service section under the Shenyang Admin- 
istration Bureau of the Civil Aviation Administration of China and the Shen- 
yang City Tourist Bureau have agreed that effective 9 March, they will jointly 
open a nonstop chartered-plane service between Shenyang City and Hong Kong. 
They will provide round-trip flights using Trident planes each Monday. The 
nonstop flight of the service will take 3 hours and 40 minutes. The trial 
period for the service will last 1 year. [Text] [Shenyang DONGBEI JINGJI BAO 
in Chinese No 127 24 Feb 87 p 1 SK] /6662 
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FOREIGN TRADE, INVESTMENT 


ZHENG TUOBIN COMMENTS ON EXPORT SITUATION 
Beijing RENMIN RIBAO in Chinese 24 November 86 p 2 
[Article: "Unleash Export Capabilities") 


[Text] “Everybody is paying great attention to foreign trade," said Minister 
Zheng Tuobin, shortly after a speech at a national planning conference, as he 
spoke freely with a reporter in his office about this year's [1986] foreign 
trade activities and the prospects for next year. 


The minister, now over 60 years old, has spend 40 years on the foreign trade 
front. In 1946, shortly after being dispatched from Yen'an to the 
Northeastern Liberated Zone, he was involved in direct trade with the Soviet 
Union in Manchuria. He says enthusiastically, "This year's top-priority 
effort in foreign trade and export, which has extended fram top to bottom and 
involves leadership at all levels and in all localities and departments, 
including county party committee secretaries ard chairmen, is unprecedented. 
We started out the year with many difficulties, but our performance of our 


export assignments was better than last year." 


This was a heartfelt statement. International protectionism in foreign trade 
has become still stronger this year, and, of particular importance, the slump 
in world oil prices has meant that earnings from petroleum, which account for 
a quarter of China's export earnings, will probably be down by more than US $3 
ee ee eee ee we Ses of a eS 2 ee, 


exported). Domestically, we were hurt by the scale of fixed capital 
Se See 2 Can, Sees these factors, together with a 
failure to solve the policy problem of preferring domestic sales to foreign 


sales, which further intensified the sdathiee between domestic and foreign 
trade, meant that procurement of goods for exports did not increase. This 
situation caused the minister a certain amount of worry. Fortunately, the 
State Council took timely, effective steps and adjusted the exchange rate of 
the Renminbi; in addition, the problem was taken seriously at all levels and 
everyone worked together with a common purpose, so that ultimately the export 
situation changed from bad to good. Consider the following facts. 


It is estimated that exports of light industrial products, textiles, graoms 
and oils, handicrafts, local specialties and livestock products, and silk- 
screened products will be up by between 10 and 25 percent from last year's 
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levels; these areas alone will increase foreign exchange earnings by more 
than US $2 billion. This rise, together with increases in exports of 
hardware, machinery and equipment, and pharmaceuticals will make up for the 
loss in foreign exchange earnings resulting from the slump in oil prices: 
what was lost in one place has been made up in another. The amount of 
business done at the 60th Guangzhou Trade Fair set a record. This year 
exports to Hong Kong and the volume of trade passing through Hong Kong will 
end three years of stagnation The Seventh 5-Year Plan calls for two 
Changeovers in exports: from primary products to manufactured goods, and from 
low-class to high-class goods. A major step in this direction was made this 
year; exports are becoming more diversified. Increases have been particularly 
large in the case of the United States, Western Europe, the Soviet Union, and 
Eastern Europe. All of these factors indicate that our efforts at all levels 
have been very successful. 


And what of next year's prospects? Zheng Tuobin is very confident. Here is 
his analysis. 


"Although in one respect the world economic situation is unfavorable to us, 
world markets are after all very large, and there is plenty of room for 
maneuver. Other than petroleum and primary products, international markets 
are still very vigorous. The decline in oil prices has enabled the main 
industrialized countries to save large amounts of foreign exchange on energy 
imports, which has increased their buying power. The decline of the US dollar 
and the rise in the Japanese yen and other currencies have affected many 
countries' product mix: some products are obviously not economical to 
manufacture at home, so that they must import them from China, which provides 
us with a favorable opportunity to open up international markets." 


This statement is quite right. Consider just the case of cloth shoes and 
black-and-white television sets. As the people's standard of living has risen 
in China, these products have lost most of their appeal; but they are still 


We did our work well: in this minor area of cloth shoes alone we will have no 
difficulty in earning US $1 billion or more annually in foreign exchange. 
Very few black-and-white television sets are produced abroad, but there is 
great demand for them everywhere: for kitchens, garages, motor vehicles and 
bathrooms, as well as for childhood learning. At the 60th Guangzhou Trade 


in his office and said, "This brand of down garments was produced by an 


Ae that was supported by the Ministry of Foreign Economic Relations 

and Trade. The quality and style are excellent, and it sells very well. 
Eighty percent of the output is exported, and not much of this type of product 
is produced in other countries." 


Tuobin has made 12 trips this year that have taken him to 11 provinces 
municipalities. There is a current saying at the lower levels: "If you 


a 








create more foreign exchange, you'll make your fortune." Because the policy 
measures aimed at supporting export have been carried out as promised, the 
local enerprises have benefited, and everyone is approaching export and the 
development of production bases with great zeal. 


The international markets have large capacity, and we have considerable unused 
export potential. What, then, is the key to stepping up our exports? Zhen 
Tuobin believes that it consists of focusing on foreign markets and finding 
supplies of goods that meet a demand and are competitive. It all depends o 
Good information is crucial. Many localities have resources and production 
capabilities but lack a good understanding of the requirements of world 
markets. It has been learned that the Ministry of Foreign Econamic Relations 
and Trade's top-priority task in its future support of expanded exports 
nationwide will be the provision of information and consulting services, while 
materials support will be accorded only secondary importance. 


"What will next year's reorganization of the foreign trade system be like?" 
Our conversation turned to a problem that concerns many. Zheng Tuobin 
believes that reorganization of the foreign trade system has made some 
progress, but that it has not yet escaped from the old pattern in which 

up leads to chaos and tightening up leads to over-rigidity. There 
are two basic problems: excessively rigid management, and failure to 
eliminate the undesirable large-rice-pot approach. The new plan for 
reorganizing the foreign trade system will have to be thought out thoroughly 
and launched safely and in good time. 


8480 
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FOREIGN TRADE, INVESTMENT 


VARIOUS PROVINCES TAKE STEPS TO ENCOURAGE FOREIGN INVESIMENT 
Beijing GUOJI SHANGBAO in Chinese 27 Oct 86 p 1 


(Article: “Beijing, Tianjin, Shanghai, Liaoning, Shandong, Guangdong, and 
Fujian: Each With Its Own Effective Approach"] 


(Text) As soon as the "State Council Regulations on Encouraging Foreign 
Investment" was issued, the localities responded enthusiastically by studying 
measures for its implementation. ee ee aoa Shandong, 


Guangdong, Liaoning, and Fujian each drafted policies suited to 
local in order to attract foreign 
The Beijing mmicipal has drafted nine main regulations aimed at 


the ° 
These regulations specify that all districts and counties have the right to 
approve ventures involving investments of up to US $1 million, that 
enterprises with foreign investment in Beijing may redistribute foreign 
exchange among themselves to fill in gaps where needed, and that banks may 
provide secured-loan services to enterprises with foreign investors. 


The Tianjin People's Goverrment has designated 16 Sino-foreign joint ventures 


27 that are under formation and have not yet opened for business; these 
enterprises will emjoy the preferential treatment accorded export enterprises. 


more than 70 percent of the city's current manufacturing enterprises. They 
include the Shanghai Foxborough Company, Limited, a joint venture with the 
United States; the Shanghai Volkswagen Company, Limited, a joint-capital 
venture with West Germany; the Shanghai Yuehua Pilkington Glass Company, 
Limited, a joint venture with the United Kingdom; the Shanghai Bell 
Telephone Equipment Manufacturing Company, a joint venture with Belgium; and 
the Shanghai Elevator Plant of China Xunda Elevator Company Limited, a joint 
venture with Sweden. The Shanghai Wang An Computer Development Corporation, 
which will soon begin operations, has also obtained its certificate. 
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On October 17, Liaoning Province acting governor Li Changchun announced 14 
regulations to encourage foreign investment. The regulations provide for the 
use of the city's self-retained foreign exchange to aid foreign capitalized 
enterprises temporarily encountering difficulties with their foreign exchange 
balance. Banks will have the power of preferential treatment in the arranging 
of funds for the Chinese partner of a foreign capitalized enterprise for 
capital stock or for the enterprises’ other credit needs. 


The Shandong Province People's Government has decreed that if enterprises 
which export their products or advanced-technology enterprises use the 
reducing balance method of depreciating fixed capital, the depreciation funds 
that they draw may be used to pay back technical modernization loans. 


Guangdong Province has ten regulations intended to encourage foreign 
investment. The most important ones facilitate the handling of permit 
applications; the province's foreign trade departments will further simplify 
procedures to the extent that their authority allows. Enterprises will be 
helped to master funds, Sino-foreign joint ventures and Sino-foreign 
contractual vertures will be allowed to issue bonds in China, and banks will 
be allowed to provide secured-loan services to the enterprises and lend them 
Chinese currency. In addition, materials markets will be opened to 
enterprises with foreign investors. 


Fujian province, among others, has announced appropriate preferential 
procedures regarding tax collection, land use fees, and workers' wages and 
benefits. In addition, the localities will establish service centers for 
enterprises with foreign investors, will decrease bureaucratic red tape and 
simplify procedures, and will increase the effectiveness of their work. 


8480 
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FOREIGN TRADE, INVESTMENT 


ANHUI ADJUSTS FOREIGN EXCHANGE BALANCES 
Hefei ANHUI RIBAO in Chinese 24 October 1986 p 1 


(Article: “Province Foreign Exchange Management Departments Redistribute 
Foreign Exchange to Meet Urgent Enterprise Needs"] 


[Text] The province's foreign exchange management departments are making 
vigorous efforts in the effective reallocation of foreign exchange resources 
in order to promote technical progress and increased output in the enterprise. 
As of the end of October, $30,570,000 in foreign exchange from inside and 
outside the province had been reallocated. The approval procedures for 
reallocation of an additional $10 million are under way. 


Since the last half of last year, the demand for foreign exchange has exceeded 
the supply throughout the province. During the first half of this year, 
foreign exchange supply-and-demand problems became even more acute. Lack of 
foreign exchange prevented many enterprises from issuing letters of credit to 
foreign manufacturers and vendors. Contracts for certain projects that would 
have yielded excellent economic benefits could not be signed abroad because of 
a lack of foreign exchange. As soon as the state instituted altered 
regulations on adjustment of the proportion of foreign exchange retained by 
enterprises, the province's foreign exchange management office sent people to 
the enterprises for information and vigorously carried out the policy of 
letting enterprises that had created foreign exchange keep a proportion of it 
and reallocating foreign exchange. The Wuhu Cotton Quilt Plant is an 
enterprise that produces bedding for export. For many years its after-tex 
profits have been small, and it had shown little zeal in exporting its 
products and in creating foreign exchange. This year the Wuhu foreign 
exchange management office adjusted the plant's surplus foreign exchange, 
allocating it an additional 110,000 yuan, which increased the enterprise's 
viability; this year it expects to export 800,000 pieces of bedding, an 
increase of 38 percent over last year. The capacitors produced by the Wuhu No 
3 Radio Plant met international quality standards, but the plant was unable to 
import materials because of a lack of foreign exchange, so that other 
materials were standing idle and 800,000 yuan in funds was tied up. The 
municipal foreign exchange management office joined with other relevant units 
to provide $30,000 in foreign exchange, which was used to import materials, 
thus giving the enterprise a new lease on life. Bengbu's woolens industry had 
a major shortage of raw materials, which was harming production. The Bengbu 
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City foreign exchange management office made a timely application to the 
province foreign exchange management office, which allocated $3.75 million in 
the form of part retention of foreign exchange earnings in order to support 
the enterprises' importation of wool from Autralia, thus guaranteeing that 
production could continue to function smoothly. 
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FOREIGN TRADE, INVESTMENT 


GUANGZHOU TO DEVELOP EXPORT ORIENTED ECONOMY 
HK060325 Hong Kong ZHONGGUO XINWEN SHE in Chinese 1234 GMT 3 Mar 87 


[Report: "Guangzhou Mayor Zhu Senlin Says That Guangzhou Will Speed up the 
Development of an Export-oriented Economy"] 


[Text] Guangzhou, 3 March (ZHONGGUO XINWEN SHE)--Guangzhou Mayor Zhu Senlin 
said yesterday at: a work conference on economy and trade that while making 
further efforts to improve the environment and create a small favorable 
"climate" for foreign investment, it is also necessary to make use of more 
foreign funds to promote export trade and to speed up the development of an 
export-oriented economy in this city. 


Zhu Senlin said that the concrete methods include expanding exporting to 
remote foreign markets, increasing labor exports, and promoting overseas 
business such as running factories and contract projects abroad, so as to 
engage in more international economic activities. We must not be satisfied 
with the existing state of affairs, but must make a new breakthrough in 
various fields, such as increasing the speed of developing foreign trade and 
exports, building more export commodity bases, increasing the proportion of 
trade with remote foreign countries, and introducing advanced technologies 
through foreign trade. 


Last year, Guangzhou's foreign trade and export registered an increase of 

47 percent over 1985, breaking the historical record set in that year. The 
average growth rate of the 8 years from 1979 to 1986 was 20.2 percent, much 
higher than the average annual growth rate of all of Guangdong Province 
during the Sixth 5-Year Plan, which was 7.4 percent. In foreign economic and 
trade affairs, last year Guangzhou signed with foreign businessmen 115 con- 
tracts on joint ventures, cooperative production, and compensation trade, 
according to which foreign businessmen will make an investment of $327 mil- 
lion in this city. By the end of last year, Guangzhou's products had enter- 
ed 123 countries and regions, and the proportion of its exports to remote 
foreign markets other than Hong Kong and Macao was 40 percent, an increase 
of 5 percent over the previous year. 


There were also some new developments in labor and technology export. Guang- 
zhou has not 33 overseas enterprises. Last year, it provided foreign 
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businessmen and foreign establishments in Guangzhou with more than 1,200 
employees and service personnel, and sent laborers abroad to take part in 
the construction of 5 projects. 


Zhu Senlin also said that in order to develop an export-oriented economy, 
Guangzhou has to make further efforts in some other fields, such as making 
good arrangements for imported projects, keeping existing joint ventures 
running well, building more export commodity bases, opening up more inter- 
national markets, and improving the quality of cadres responsible for for- 
eign economic and trade affairs. 


/6662 
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QINGHAI RADIO NOTES PROBLEMS WITH IMPORTED EQUIPMENT 
HKO90507 Xining Qinghai Provincial Service in Mandarin 2300 GMT 8 Mar 87 


[Excerpts] A recent letter from a station correspondent to the editorial 
department says that although the importation of foreign investment, techno- 
logy, and equipment has produced a certain degree of economic results in 
Qinghai, certain projects have had to be shelved and still cannot play their 
role because they were not imported as complete sets. The departments con- 
cenred should pay attention to this question. 


The letter says: From 1985 to the end of last year, Qinghai imported a 
total of $20 million worth of foreign investment, technology, and equipment. 
Most of the projects have gone into serial production and have started to 
have economic results. 


However, the economic results of some imported projects are poor and have 
caused losses to the state. The Xining foodstuff plant imported a machine 
for manufacturing a variety of cakes. However, it has not yet been put to 
use because it is inconvenient to operate. The Xining No 1 clothing plant 
imported special equipment for making Western-style shirts. Part of this 
equipment is still in the warehouse. 


Certain imported items of equipment produce poor results because the China- 
made spare parts and accessories do not form a proper set. Two machines 
imported by the provincial road bridge company cannot play their proper 
role because they do not form a complete set with China-made machines. 


/6662 
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FOREIGN TRADE, INVESTMENT 


FIRM TRIES TO BRING FOREIGN CAPITAL TO SOUTHWEST 
HK220905 Beijing CHINA DAILY in English 22 Jan 87 p 2 
[By staff reporter Xie Songxin] 


[Text] While China invests heavily to develop its coastal regions, a Beijing- 
base firm has been working for five years to bring foreign investment to the 
resource-rich but backward Southwest, an area into which the state will not 
put large amounts of money until the next century. 


The China Southwest Energy Resources United Development Corporation has been 
working hard to share profits with central and local governments. 


But it is hampered by limited capital, the outside world's unfamiliarity with 
the region, the overlapping of its activities with those of national corpora- 
tion and the long period needed to recoup investment in the fields of energy 
and communications. 


It has made breakthroughs since its founding in 1982, however. In 1985, the 
corporation signed a contract for a $500 million loan from the Italian Govern- 
ment for the development of energy and transport industries in the Southwest, 
which includes the western part of Guangdong, Guangxi Zhuang Autonomous Region, 
Yunnan and Guizhou provinces, Zhang Yinuo, president of the corporation, told 
CHINA DAILY. 


So far the corporation has received $150 million from the loan for five energy 
and two transport projects, Zhang said. 


It has invested more than 20 million yuan ($5.3 million) to establish export- 
oriented joint ventures in the region. 


"Our job at present is to develop small and medium-sized projects according to 
local needs in order to lay a solid foundation before the country's investment 
focus is shifted to the region," Zhang said. 


The corporation will also select some big and influential projects. The 
State Council has authorized the corporation to export 1 million tons of coal 
annually over the next 10 years and to import 100 4,000-hp locomotives with 


the earnings, Zhang said. 
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Plagued by inadequate information, a shortage of funds and poor management, 
the corporation became a part of the well-known China International Trust and 
Investment Corporation last year. 


The merger will help the corporation attract more foreign capital and make 
it non-governmental. 


But it will not help the corporation in solving the difficulties of energy and 
transportation development projects. It will still have to invest in projects 
which State investment cannot reach, Zhang said. 


/8309 
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SHANGHAI PLANS TO USE MORE FOREIGN FUNDS 
OW230814 Beijing XINHUA in English 0732 GMT 23 Jan 87 


[Text] Shanghai, January 23 (XINHUA)-—-Shanghai, China's leading industrial 
city, is making preparations for direct long-term loans from the inter- 
national financial market, Shen Beizhang, an official in charge of foreign 
economy in Shanghai, told XINHUA today. 


Last year the central government empowered the city to raise money directly 
from the international financial market to improve its infrastructure, revamp 
its manufacturing industry and boost service and tourism industries. 


The government has already named five urban development projects, 20 service 
and tourist projects and 160 industrial projects to use such loans, Shen said. 


The urban development projects include a bridge across the Huangpu River, a 
subway, the expansion of an airport and improvement of the city's telephone 
system. 


In the industrial sector, direct foreign loans will be used mainly in export- 
oriented projects and projects using advanced technology and equipment. 


"Shanghai will enter a new phase in reform and opening to the rest of the world 
when all these projects are complete," he said. 


"At present, we'll concentrate on promoting cooperation with internationally- 
known foreign firms and business people so that contracts with them can be 
signed as quickly as possible," he continued. 


The city also plans to accelerate work in the Minhang and Hongqiao economic 
and technological development zones, and will soon publish a set of regulations 
stipulating preferential treatment to foreign investors there. 


At the end of 1986, the city's foreign investment totalled 1.9 billion U.S. 
dollars, including 1.52 billion U.S. dollars in direct investment. 


Of the 222 enterprises receiving foreign investment, about half have already 
started production, and are showing good economic and social benefits, Shen 
said. 


/8309 
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SHANGHAI REDUCES TARIFFS TO PROMOTE OPENING 
0W281935 Beijing XINHUA in English 1506 GMT 28 Jan 87 


{[Text] Shanghai, January 28 (XINHUA)—-The Shanghai Customs Department 
exempted import duties worth more than 700 million yuan (183 million U.S. 
dollars) last year as a gesture to serve the country's open policy, its 
general director, Sun Wenli, told XINHUA today. 


One of China's major gateways, Shanghai's tariff income accounts for one-fifth 
of the country's total. But it reduced or waived tariffs on more than 
5,700 items in 1986 in line with new regulations. 


These items cover industrial technology, apparatus for scientific and educa- 
tional purposes, imports by enterprises involving foreign capital and jointly 
run tourist hotels. 


"The function of the customs is turning from a protective one to promoting 
China's opening to the outside world," said Sun, adding, “one of the new 
measures adopted by the Shanghai Customs is to use preferential tariff terms 
to help the city and the rest of the country attract foreign funds and 
advanced technology." 


To support the country's plastics industry, which is eyeing greater exports, 
the Shanghai customs also waived 1.1 billion yuan (297 miilion U.S. dollars) 
in tariffs last year on raw materials imported for processing. 


He said another measure is to simplify the customs procedures to speed up 
the inspection of cargo and passengers. 


In the past, the total of import and export goods under its supervision reached 
30 million tons. Customs officers opened round-the-clock service on the 
docks to receive declarations and clear cargo. 


The customs also adopted other flexible measures to benefit various external 
economic and cultural activities. It has opened special windows to handle 
important foreign investment projects, Sun said. 
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In addition, the customs in the Shanghai airport began to use the red 
and green lanes commonly seen in international airports to speed up 
customs inspection of passengers. 


The Shanghai customs also cracked down on smuggling. It handled 465 smuggling 
cases involving 55 million yuan (14.85 million U.S. dollars) in 1986, 
Sun said. 


Computers, including TV monitoring systems, have been installed at some 
docks to improve customs work efficiency. 
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BRIEFS 


FUJIAN FOREIGN INVESTMENT SERVICE--Xiamen, January 25 (XINHUA) A foreign 
investment service company was commissioned here today in Xiamen city in 
southeast China's coastal province of Fujian in a bid to impreve investment 
climate. The company, located in the Huli Industrial District, will provide 
information and legal consulting services on preferential policies the 
Xiamen Special Economic Zone is to gzvant to foreign investors to the zone. 
[Text] [Beijing XINHUA in English 1510 GMT 25 Jan 87] /8309 


TIBET FOREIGN TRADE VOLUME RISING-—-Beijing, January 24 (XINHUA)--The Tibet 
Autonomous Region in southwest China exported 5.3 million U.S. dollars worth 
of goods last year, as against 2.14 million U.S. Dollars in 1985, the 
"International Business" reported today. The total volume of imports and 
exports reached 30 million U.S. dollars, the paper said, which was 12 percent 
more than in the previous year. Wei Jisen, deputy director of the Tibet 
Foreign Trade Bureau, said that Tibetan exports sell well on international 
markets. In addition, he said, Tibet has also developed traditional border 
trade with Nepal and India. The United Nations and other international 
organizations have offered more financial aid to the region, he said. [Text] 
[Beijing XINHUA in English 1252 GMT 24 Jan 87] /8309 


CHONGQING LIFTS FOREIGN FIRM INCOME TAX--Chongqing, January 24 (XINHUA)--Chongqing 
city in Sichuan Province has lifted the local income tax from those foreign- 
invested enterprises whose export value makes up at least half of their output 
value. According to a new regulation for the encouragement of foreign invest- 
ment, the local income tax is also exempted during the period when such 
enterprises are enjoying exemption or reduction of the enterprise income tax 
meant for the state revenue. Export-oriented and enterprises using advanced 
technology enjoy priority in the supply of water, electricity, gas, coal and 
other raw materials, as well as in construction, transport and use of tele- 
communications facilities. The city was opened to foreign investors in 1983 
and now enjoys provincial authority in foreign economic relations and trade. 
The city government worked out the regulation to better implement the State 
Council provisions for encouraging foreign investment published last year, 
officials told XINHUA. [Text] [Beijing XINHUA in English 0153 GMT 24 Jan 87] 
/8309 
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QINGDAO FOREIGN INVESTMENT--Beijing, January 22 (XINHUA)-—-Qingdao, on China's 
east coast, is cutting red tape to please the city's resident foreign 
investors and attract more from abroad. According to the city official in 
charge, "the city's previous work in introducing foreign technology and 
investment was plagued by red tape and formalities, which discouraged 
foreigners from investing in the city." Last December, a special office 

was set up, with the mayor as the leader, to tackle the problem. This office 
now has the power to make al) decisions from making contracts to marketing. 
"We have been trying our best to satisfy investors from foreign countries, 
Hong Kong and Macao in every aspect,” the official said. "Within a month, 
the office was set up, it helped 24 joint-ventures solve major problems and 
more foreign people have come to the city to do business," the official said. 
[Text] [Beijing XINHUA in English 1112 GMT 22 Jan 87] /8309 


FUZHOU ATTRACTS FOREIGN INVESTMENT--Fuzhou, January 22 (XINHUA)-—-Fuzhou, an 
open city in east China's Fujian Province, has in the past few days obtained 
a promise of foreign investment totalling more than 44 million U.S. dollars. 
At a five-day foreign investment symposium which closed here today, the city 
signed a total of 131 contracts, agreements and letters of intent involving a 
total investment of 400 million yuan (108 million U.S. dollars), with domestic 
and foreign businessmen. Most of the 32 Fuzhou-foreign joint ventures and 
cooperative enterprises to be built under the contracts will introduce high- 
technology and produce export goods, including television tubes. Over the 
past year, Fuzhou has implemented a preferential treatment policy and improved 
the telephone service and other items of the investment environment. The 
Mawei economic and technological development zone meets all the requirements for 
foreign investment, the symposium was told. Some 390 overseas businessmen and 
350 representatives of domestic enterprises attended the symposium. [Text] 
[Beijing XINHUA in English 1557 GMT 22 Jan 87] /8309 


FUJIAN IMPORT PROCESSING EARNINGS RISE--Fuzhou, January 24 (XINHUA)--East 
China's Fujian Province earned 14 million U.S. dollars last year from 
processing foreign materials, a 68 percent increase over 1985. Since 1979, 
coastal Fujian has earned 54 million U.S. dollars from processing imported 
materials for the production of 1,000 different products. With a developed 
processing industry, the province's factories have imported more than 
30,000 pieces of equipment worth 50 million yuan (13.5 million U.S. dollars) 
over the past few years. Some of the factories have become processing centers 
because of foreign investment. Using foreign investment to add more equip- 
ment, a township leather factory opened two joint ventures and an export- 
oriented factory, which can now earn three million U.S. dollars a year. 
[Text] [Beijing XINHUA in English 0916 GMT 24 Jan 87] /8309 


SHANDONG EXPORT TRADE FAIR--The Shandong Province export trade fair held in 
Qingdao City concluded on 4 March. According to statistics compiled on 

3 March, the total business volume reached $139 million and contracts for 
103 economic and technical cooperation items, which are worth $100 million, 
were signed during the trade fair. [Summary] [Jinan Shandong Provincial 
Service in Mandarin 2300 GMT 4 Mar 87 SK] /6662 
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ECONOMIC ZONES 


NORTHEAST ECONOMIC ZONE SETS UP INFORMATION CENTER 
SK041129 Shenyang DONGBEI JINCJI BAO in Chinese No 126 21 Feb 87 p 1 


[Text] With the approval of the State Council's planning office in charge 

of the affairs of China's northeast areas, the Northeast Economic Zone fornm- 
ally estabiished a comprehensive social and economic organ for statistical and 
information services, the Statistical and Information Center of the North- 
east Economic Zone, on 5 February 1987. This signifies that the statistical 
departments of the three northeast provinces and one autonomous region have 
smashed their regional work boundaries and have taken a new step in enhanc- 
ing lateral economic cooperation and technical coordination among all in- 
dustries and trades. 


The Statistical and Information Center was set up in Shenyang City and is a 
standing body under the leadership of the joint council of the Statistical 
Bureau of the Northeast Economic Zone. The center's service tasks are as 
follows: Efforts should be made to break the boundaries of the administra- 
tive divisions to bring into full play the s ‘ong points of the northeast 
economic zone; to uphold the principle of "developing information sources 

to serve the building of the four modernizations"; and to organize and har- 
monize lateral economic cooperation by the statistical departments of the 
northeast provinces and autonomous region in order to promote information 
exchanges among the regions, departments, and enterprises; to better provide 
a basis for the leading departments at all levels in formulating medium and 
long-term plans of the national economy, successfully conducting macroeconomic 
control and management, and in making policy decisions; and to serve the 
program of enlivening the economy and enterprises. 


The provinces of Liaoning, Jilin, and Heilongjiang as well as Nei Monggol 
Autonomous Region will set up their branch offices of the Statistical and 
Information Center. 


/6662 
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ECONOMIC ZONES 


TIANJIN HANDLES MORE EXPORTS, FEWER IMPORT 
HK220903 Beijing CHINA DAILY in English 22 Jan 87 p 2 
[By staff reporter Song Ning] 


[Text] Tianjin--The second largest foreign trade port in China is coping 
with the country's move to encourage exports and control imports. 


Tianjin handled 6.94 million tons of export cargo last year, an increase of 
28.2 percent over 1985, thanks to the port's efforts in technical renovation 
and improved management, a port official said. 


This accounted for 38.2 percent of the port's total volume of le .” Lion 
tons, compared with 29.2 percent of the previous year's total, Tany . zhen, 
its chief engineer, told CHINA DAILY. 


But the port handled 280,000 tons less cargo last year than in 1985 because 
of China's "strict control" on imports due to limited foreign exchange 
resources, Tang said. 


The import cargoes it handled fell by 14.2 percent last year. They were 
70.8 percent of the total volume in 1985. 


The port, which chiefly deals with bulk cargo and crude oil shipments, will 
continue to expand and renovate existing facilities. The State Council has 
permitted it to use its own profits for expansion and renovation. 


It plans to build 70 new docks by the year 2000, the chief engineer disclosed. 
At present, it has 34 docks, 


Troubled by inadequate information services, the port is scheduled to invest 
$8.5 million to computerize management before 1990. 
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FINANCE, BANKING 


WANG BINGQIAN ADDRESSES NATIONAL FINANCE MEETING 
OW152146 Beijing XINHUA Domestic Service in Chinese 1450 GMT 14 Feb 87 
[By RENMIN RIBAO reporter Jiang Xia and XINHUA reporter Tian Chuan] 


[Text] Beijing, 14 Feb (XINHUA)--In his speech delivered at the national 
meeting on financial affairs held today, Wang Binggian, state councillor 

and minister of finance, said: During the past few years, the pace of our 
economic development has been fine. However, there still exist some problems 
in our economic life. The state is faced with some difficulties in financial 
affairs. He called on the financial and tax organizations at all levels to 
unite as one, work harder than ever before and make contributions to balancing 
revenues and expenditures and ensuring a sustained, steady and coordinated 
development of our national economy. 


He said: The financial problem is an overall reflection of economic issues. 
To solve financial problems, we must rely on all localities and departments, 
particularly all economic departments, to closely coordinate with each other 
and pool their efforts. In this regard, he stressed the following points: 


--We must take the overall situation into consideration. The interests of the 
part must give way to the interests of the whole. We must guard against the 
phenomenon that one only cares about the immediate interests of one's own 

area and own department without taking the overall situation into consideration. 
All difficulties can be overcome so long as all localities and departments are 
willing to temporarily sacrifice some of their own interests for the overall 
interests, take the overall situation into consideration, and work hard with 
one heart and one mind. 


—-Everyone must be ready to tighten his belt this year and change his desire 
of asking for more money and his habit of spending more money. Right now, 
everybody is trying to develop projects on a large scale and at a faster 
pace, and go in for ostentation and extravagance. The state is unable to 
keep up with all this financially. We must build socialism while taking the 
financial capacity of the state into consideration. Without waging arduous 
struggles, it is impossible to build socialism. While spending money, we 
still need to actaccording to our capabilities. We must attach importance 
to specific projects without ignoring the general projets. 
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--We must exert strenuous efforts in raising economic results, and resolutely 
change the phenomenon of doing our work perfunctorily. There are external 
causes for poor economic results. However, internal causes for poor economic 
results are even mcre important. The management of our enterprises remains 
poor- We will not be able to improve our management if we do not exert 
strenuous efforts in raising production quality, reducing the consumption 

of raw materials and accelerating the circulation of funds. 


--We must observe discipline and laws, act in strict accordance with rules 
and regulations in handling financial affairs and enforcing tax collection, 
and resolutely change the phenomenon of defying laws and willfully making 
adaptations in light of specific conditions. In strengthening the legal 
system right now, we must pay even greater attention to the legislative 
procedure. If anybody can willfully make adaptations in light of specific 
conditions, it will be impossible to ensure the fulfillment of the state 
financial plans. This will only bring about chaotic social and economic 
order. The financial and tax departments at all levels must make checks 

at all times to maintain social and economic order. 


--We must go deep into basic-level units to conduct investigation and study 
and resolutely change our work style and methods of generalizing our work. 
What should we do if revenues drop or the enterprises register lower profits? 
How can we redress an enterprise's losses of a policy nature or business 
nature? How can we control the investment scale of any capital construction 
project not included in the state budget? Only by extensively carrying out 
investigation and study in practice can we find correct answers for these 
questions, work out feasible measures, improve our work in financial affairs 
and tax collection, and develop our national economy. 


Also attending today's meeting were Tian Jiyun, Hao Jianxiu, Zhang Jingfu, 
Song Ping, Lu Dong and others. 


/8309 
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SMALL-SCALE ENTERPRISES 


HUNAN FORMS ENTERPRISES NETWORK 
Changsha HUNAN RIBAO in Chinese 11 Oct 86 p 1 


[Unattributed article: "Small City and Town Network Starting to Take Shape 
in This Province; More Than 540 Organized Towns Throughout Province, with 
More Than 410,000 Small City and Town Industrial and Commercial Enterprises; 
Industrial Output Value of 13.4 Billion Yuan for Small Cities and Towns"] 


[Text] As rural reforms progress and the rural commodity economy grows, small 
city and town construction is progressing in Hunan, 


To date, the number of organized towns throughout the province has risen to 

542 (of which, 6 have grown into cities), a 78-percent increase over the pre- 
1980 level, and the number of market towns has risen to 2,484, a 47-percent in- 
crease. The province averages one organized town for every 390 square km, and 
one small market town for every 60 swuare km, The vast countryside is now 
starting to take the shape of a multilevel small cicy and town network comprised 
of organized towns, market towns, and fields. The population of small cities 
and towns has reached more than eight million, accounting for one-seventh of 

the province's total. 


The economy of Hunan's small cities and towns is beginning to flourish, Ac- 
cording to last year's statistics, the number of industrial and commercial en- 
terprises of all types in the province's small cities and towns has reached 
more than 410,000, an increase of more than 200 percent over the pre-1980 
level. Industrial output value of small cities and towns was 13.4 billion yuan, 
a 109 percent increase. Purchases of agricultural and sideline products, 
purchases of foreign trade commodities, and retail sales of social commodities 
by small cities and towns have all increased by more than 100 percent. Last 
year, the business volumes in 28 of the province's organized towns and small 
cities exceeded 10 million yuan each, Among them the highest was 100 million 
yuan, 


Construction of basic facilities and service facilities in small cities and 
towns has also been strengthened. Statistics for just the last few years show 
that the province's small cities and towns have laid more than 1,500 km of 
streets, built 144 water plants and nearly 2,000 km of sewers, and constructed 
or expanded more than 2,100 country-fair markets. A number of commercial and 
service network points, housing units, hospitals, schools, cinemas and theaters, 
and other facilities have also been constructed, 


13322/12859 
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SMALL-SCALE ENTERPRISES 


WUXI'S TOWNSHIP ENTERPRISES REPORTED 
Shanghai SHIJIE JINGJI DAOBAO in Chinese 13 Oct 86 p 3 


[Article by Qin Jianxun [4440 1696 8113] and Lin Hongdai [2651 3163 1486]: 
"Industrial-Production Townships Achieving Dazzling Successes; This Year Wuxi's 
Economy Undergoing Self-Adjustment in Midst of Turbulence; Learning from Pain- 
ful Experience, People-Run Enterprises and Large Collective Enterprises Begin 
To Adopt Township Enterprise Approaches; Experience Shows Macroeconomic Policy 
Must Guard Against Changes in Political System Turning Economic Invigoration 
into Mere Tempest in Teapot"] 


[Text] On the eve of a national conference convened in Beijing of cities hav- 
ing industrial output values over 10 billion, these reporters visited a hot 
spot of industrial growth in southern Jiangsu that is attracting attention: 
Wuxi. We were told that this area's average rate of increase in total indus- 
trial output value from January to August has dropped from over 30 percent last 
year to 12 percent this year, and local financial income has even shown nega- 
tive growth. Is this normal? How should the present economic situation be 
treated and analyzed? The answer for Wuxi is not without relevance to the 
country as a whole, 


Withstanding Turbulence and Breaking Through the Bottom 


In the last few years, southern Jiangsu has been recognized as China's most 
vigorous industrial zone. Wuxi and Suzhou have both taken off together, and 
Wuxi's township enterprises lead the nation, Last year, Wuxi's total indus- 
trial output value rose to fifth in the nation, exceeded only by Shanghai, 
Beijing, Tianjin, and Suzhou. However, people in Wuxi's economic circles 
calmly told these reporters that such tremendously rapid increases are diffi- 
cult to sustain. After the state increased macroeconomic control, the "in- 
ternal growth" Wuxi experienced last year and this year's substantial slowdown 
were entirely to be expected. Energy alone, not to mention such constraining 
factors as funds, markets, and communications, will not allow continued high- 
speed growth. In the last 6 years Wuxi's economy has grown 140 percent, while 
kilowatt hours of electricity consumed has remained at 1980 levels, Last year 
the city spent an additional 130 million yuan to purchase electricity at 
negotiated prices, which accounted for one-third of the total; this year elec- 
tricity cannot be purchased even at negotiated prices, leading to major losses 
in the first quarter. 
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During their investigation, these reporters discovered that Wuxi's industry 
has already hit bottom; in February and March the rate of growth was only 4 
percent, whereas from January through August the average was 12 percent. This 
rate may be considered ideal. However, the growth rate for township enter- 
prises exceeded 26 percent, whereas the rate for iarge collective enterprises 
and people-run enterprises by the whole people at the country level and above 
was less than 9 percent. The rate for enterprises owned by the whole people 
was only 0.6 percent. These latter figures are clearly not normal. As for the 
reasons for this, people in all circles had strong comments on the enterprises' 
predicament of “internal and external communications difficulties." What 
effect has this year's wage adjustment had? Rather than widening the gap be- 
tween excellent and poor work performance, it widened the gap between excellent 
and poor work performance, it widened the gap between cadres and workers; 
rather than promoting internal enterprise restructuring, it put an end to re- 
structuring. At the same time, the concerned departments gave enterprises 
autonomy in name only; policies became even more restrictive, closed rather 
than open, Add to this the increase in interest rates, the drop in the ex- 
change rate, and increased subsidies, and the burden on enterprises increased 
as their enthusiasm declined. How could they absorb this? 


From this it is not difficult to infer that the low growth rate among enter- 
prises at the county level and above indirectly affected the simultaneous in- 
crease in Wuxi's financial income. However, what is more important is that 
from January to September this year Wuxi reimbursed the state for its loan of 
57 million yuan for capital construction and technological transformation and 
reduced the enterprise adjusted tax by 32 million yuan, If these two items 
are figured in, the city’s financial income does not in fact present any nega- 
tive figures. Their attitude toward this was that it is entirely normal to 
have borrowing capacity and repayment capacity, that without borrowing and re- 
payment there is no growth, and that not taking changes is spineless, 


Despite the difficulties and obstacles, Wuxi proper and its suburbs give one 
the impression that they are enthusiastically struggling against the current. 
These reporters noted that the rate of high-grade industrial products in this 
area rose 2.5 percent over the same period last year; total value of foreign- 
trade purchases increased 44 percent; income from international tourism rose 
26 percent; and the summer harvest increased 30 percent. According to non- 
optimistic estimates of steady growth, the city's total industrial output 
value this year will go beyond 20 billion yuan. This shows that Wuxi's economy 
is gradually maturing; it has passed through a period of relative turbulence, 
and turbulence may be an opportunity for self-adjustment. Neither the rate 
of growth nor financial income should be spoken of in sweeping terms. 


Learning from Townships and Instituting Change 


These reporters inspected Wuxi carefully and discovered that the city's 
leaders have a good grasp of economics, are realistic, and have the courage 
and resourcefulness of entrepreneurs, In this respect, perhaps Wuxi, Suzhou, 
Changzhou and Nantong may just surpass some large cities that are hindered by 
their size. This year is crucial, and the city of Wuxi has publicly proposed 
that large collective enterprises and people-run enterprises should study 
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township enterprises, and all committees, bureaus, and large factories and 
mines should muster their troops and send them into the countryside to gain 
experience and learn lessons. 


Seeing the reporters’ surprised looks, the people in Wuxi asked loud and 

clear: how is it that township enterprises are able to continue growing under 
the same difficult and complicated situation? You are subject to macroeconomic 
controls, and township enterprises are even more subject to them. You are 
short of electricity and funds, and prices for raw materials are rising, and 
township enterprises lack them even more, and virtually nothing is distributed 
as part of the plans. Yet Wuxi's township enterprises have overcome difficulty 
after difficulty, and as of the end of August their industrial output value had 
reached 6.9 billion yuan with the growth in Jiangyin and Yixing counties 
accounting for 33 and 45 percent, respectively, of this; they have paid 340 
million to the state in taxes; their total foreign trade purchases have soared 
by 100 percent; and they produce 131 products that have won municipal awards 
for excellence, 26 products that have won ministerial awards, and 58 that have 
won provincial awards. Township enterprises indeed represent a new force in 
the commodity economy; in administration and management they have carried out 
drastic, shrewd, and concise reforms. They are subject to very little rigid 
interference and influence; they have no group of structures devoted to serving 
the higher authorities; they respond flexibly to the market; the factory direc- 
tor responsibility system is not a problem for them; and rewards and punishments 
for diligence and laziness are quite sternly applied. Some topnotch factory 
directors are so knowledgeable and capable that they compel admiration, The 
facts show that the better a township enterprise is run, the fewer unhealthy 
trends it has, and such trends are dispelled immediately. 


Wuxi's large collective and people-run enterprises have learned through bitter 
experience and have begun testing the “input" township enterprise approach: 
work is paid by the piece whenever possible, and if this is not possible piece 
rates are paid for work in excess of collective quotas; fixed wages are being 
cut back, with the portion of floating wages increased; commissions are re- 
placing wages for sales personnel, and product marketing is rewarded by year 
and degree of difficulty; principal leadership at the factory level is re- 
warded by higher departments, and so on. The goal of such reforms is first of 
all to raise the industrial growth rate and returns in the fourth quarter. 


Economic Foundation and Political Focus 


Southern Jiangsu's big and powerful enterprise groups are far from being 
"economic animals" wallowing in the business heap. People in Wuxi's economic 
circles repeatedly told these reporters that they fully approve of combining 
reform of the economic system with reform of the political system, that dealing 
solely with economics does not resolve the basic problem, 


In terms of Wuxi's history, each major economic adjustment has brought about 
economic slippage. Therefore, what they are most afraid of are major fluctua- 
tions in macroeconomic policy and the use of campaigns to deal with the 
economy. 
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Wuxi's experience has clearly revealed that without reform of the political 
system any invigoration of people-run and collective enterprises will be 
nothing more than a tempest in a teapot. With the authority of factory 
directors being so great, the city can achieve only limited breakthroughs; it 
can only manage some accommodations and interim approaches. How can this dis- 
pel the concerns of the enterprises? 


Finally, these reporters are unable to forget the extent to which the “fast 

ox is whipped." We were told that Wuxi's financia] retention has been raised 
to 10 percent, which is a tremendous hardship. Last year Wuxi turned over 1.5 
billion, while some coastal provinces turned over only 1.2 billion. We also 
heard that Hangzhou's retention is only 14 percent, and Shanghai's has just 
been raised to 23 percent. There are many other cities that retain 40, 50 or 
70 percent, and there are even some “well-off governments" in "poverty-stricken 
areas™ that have more money than they can spend. We must ask why the “fast ox" 
should be beaten down, Why can't priority assurance be given that high-yield 
areas will be the focus of development, after which development can be exported 
to these other areas so as to truly help backward areas to increase their vital 
capacity? It would seem that this diehard distribution system should be chal- 
lenged, and we should rely on a thorough reform of the political system. 
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PROBLEMS CAUSED BY RURAL LABOR SHIFT DISCUSSED 
Beijing JINGJI RIBAO in Chinese 20 Dec 86 p 2 


[Article by Li Qingzeng [2621 1987 2582] under the rubric “Observation and 
Reflection": "It Is Difficult To Ignore Problems Caused by the Rural Labor 
Shift" } 


[Text] The shift of agricultural labor toward nonfarming occupations is an 
inevitable trend in the process of modernization and construction to develop a 
nation. How, then, is this shift to be achieved in China? We should 
formulate a specialized employment plan in order to achieve full employment in 
the rural labor force by the year 2000. However, on the issue of rural 
employment, the Seventh 5-Year Plan presents neither concrete goals nor 
specific measures. It merely suggests that people "leave the land but not the 
countryside." This situation is extremely detrimental to future economic 
growth in China. 


The severe restrictions that China's large rural labor surplus places on 
economic development are expressed as follows: 


1. It hinders the formation of benefits of scale. Our cultivated land is 
scattered and the dimensions of each plot are too small; this is the main 
obstacle that confounds an increase in agricultural productivity in China. 
Not only are grain ration fields divided up into one share per capita, but 
commodity fields have also been divided into extremely small units of area and 
then parcelied out to each household. The 1982 census data verifies that 
there are only 0.3 to 0.4 hectares of cultivated land for each laborer engaged 
in agriculture, forestry, animal husbandry, and fishery in China. This 
situation is at odds with modern agriculture. The number of nations in the 
world that practice agriculture on so small a scale and with such poor results 
as China does can be counted on one's fingers. 


2. It limits improvements in results in the agricultural sector. The 
fundamental reason that the rural labor surplus affects increases in labor 
productivity is that, as China practices a high accumulation policy focussed 
on developing heavy industry, this has simultaneously given rise to slow 
development of technical agricultural equipment. This gives many laborers no 
choice but to remain in the agricultural sector. Between 1965 and 1984 62 
percent of the newly added labor force in China-<-a total of 118 million 








people--had to remain in the countryside. This led directly to a decline in 
labor productivity. In 1984 social laborers in China each created an average 
of 1,186 yuan in national income, industrial laborers each created an average 
of 3,407 yuan in national income, and agricultural workers each created an 
average of only 768 yuan in national income. This situation, in which 
agricultural workers do not measure up to industrial workers, constitutes the 
greatest threat to sustained stability and growth in agricultural production. 


3. It restricts improvements in overall national economic results. The 
average per capita income in China is now $400, which, on a world scale, means 
we are still a classic low-income nation. If we look for the reason, we find 
tha it lies not in industrial backwardness, but in poor agricultural results. 
In 1981 industry in China accounted for 33 percent of the gross value of 
domestic production, whereas in most low-income nations it accounts for only 
20 percent and in middle-income nations it still accounts for only 23 percent. 
Because China's industry has a fairly high standard of technical equipment, 
even though the net output created by each worker in the manufacturing 
industry is 50 percent lower than in middle-income nations, it is nevertheless 
50 percent higher than in most low-income nations. But the agricultural 
Situation is far from the same. In China the net output per agricultural 
worker is only $300, which is less than the average level in most low-income 
nations and compares to the middle-income nations at a ratio of about 1 to 3. 
In short, although the individual output of workers in the nonagricultural 
sector in China is higher than that in most low-income nations, this benefit 
is entirely offset by the the low results obtaining from the huge rural 
population. 


China now has a surplus rural labor force numbering 100 million. If we say 
that the current degree of surplus is merely a potential threat to 
agricultural and overall economic growth, by about 1990 this potential threat 
will be fully exposed. According to calculations, by the year 2000 the 
surplus population bottled up in agriculture will exceed 200 million people. 
Thus, China's economy will be confounded by the enormous population held up in 
the countryside, and new employement problems will appear throughout the 
entire society. 


Consequently, I propose the following: We must immediately organize the 
departments concerned, transfer specialized forces, and focus research on an 
employment plan and related issues for the years 1986 through 2000. This can 
be called, for short, “The 15-Year Employement Plan." If we say that policy 
mistakes on the population issue over the past 30 years already constitute 
most difficult problem facing us in economic development, then the correctness 
of measures we take now on the employement issue will affect the success or 
failure of economic development for many years to come. 
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PROBLEMS IN WOOL PROCUREMENT NOTED 
Beijing JINGJI RIBAO in Chinese 15 Nov 86 pp 1, 2 


[Article by JINGJI RIBAO reporter Liu Deyou [0491 1795 2589]: "The 'Great 
Wool Battle’ Urgently Needs To Be Suppressed—-Report No 1 On the Investigation 
of Wool Procurement and Sales Problems") 


[Text] For some time now, in the wool-producing regions of China many parties 
have been meddling and rushing in to buy wool. This has led to runaway wool 
prices, a decline in the quantity of wocl purchased by the wool spinning 
industry, and increases in product costs. The wool spimning industry has been 
compelled to reduce output and even incur losses. People call the corfused 
Situation that has appeared in wool supply and marketing "the great wool 
battle." 


This year four key wool-producing regions--Gansu, Qinghai, Xinjiang, and Nei 


Mongol--have been producing wool for themselves for private use and private 
sales. Altogether, there are 200,000 spindles in state-run wool spinning 
enterprises in these four provinces and autonomous regions. According to 
calculations, these four areas can produce 100,000 tons of wool and the 
commercial sector plans to supply industry with 77,500 tons of raw wool in 
1986. Except for Gansu, which has a shortfall of 7,900 tons, these provinces 
and autonomous regions all have more than enough wool for their own use. 
Since there is no shortage of raw materials, why has there been this confusion 
in wool supply and marketing? Bearing this question, I paid a visit to the 
various parties concerned. An on-the-spot investigation revealed to me that 
the parties involved in this "great battle" include the following: supply and 
marketing cooperatives at the grass-roots level, economic associations for 
livestock industry and commerce, livestock product companies at all levels, 
wool spinning enterprises in light industry, and a few enterprises, 
institutions, and individual small peddlers. Except for the wool spinning 
enterprises, all of these parties are guided by the ideology that "when a 
thing is rare, it is precious." They are doing everything possible to buy 
wool at a high price and hoard it for speculation. The result is that stock 
farmers have increased their income from certain irregular sources, individual 
peddlers have gotten rich from "wool money," public finances at the county 
level have increased tax receipts, and all other areas have suffered 
intensely. In the final analysis it is the state that has borne the loss. 
This is expressed primarily in the following ways: 





1. The quantity of wool procured by the state has decreased by a large volume 
and wool spinning enterprises are facing production halts or slowdowns. As 
far as the procurement of fine wool is concerned, as of the end of July these 
four provinces and autonomous regions had procured only about 55 percent of 
their total wool output and 65 percent of their planned contract procurement 
quota. Wool spinning enterprises had purchased only 28.6 percent of the wool 
they had planned to use. The Lanzhou Woolen Strip Mill had purchased 90 
percent less wool than it had purchased by the same period of 1985 and was 
forced to adopt measures to reduce production. Because they have been unable 
to buy in wool at par through the local contract procurement quotas, under ‘the 
guidance of two vice mayors the Hohhot textile enterprises have hurried to 
Xinjiang, Qinghai, and Xizang to buy wool. These three places do not permit a 
drain on the sources of goods, and if goods are to be sold in other areas they 
require an additional grassland management fee worth 50 percent of the price 
of the wool. Thus, the buying party complains of the expense and buys very 
little. When there is no alternative, in the end a buyer uses foreign 


exchange to purchase a large quantity of imported wool. 


2. Procurement prices are out of control. Enterprises cannot absorb these 
prices and are having difficulty bearing bearing up under them. "The great 
wool battle" has directly caused runaway procurement prices. At the beginning 
of 1986 the people's govermments of the four provinces and autonomous regions 
all formulated price float limits, taking as the base the procurement price in 
effect prior to the deregulation of wool pricing in 1984. They stipulated 
that fine wool and gai [2395] wool must float at least 25 percent and at most 
44 percent. Tuzhong [0960 4429] wool may float at least 85 percent. Because 
the demand for wool far exceeds the supply, we can only meet half of the 
normal wool requirement at existing wool spinning enterprises. This 
information is well understood by the departments concerned in these four 
provinces and autonomous regions: they all hope to increase their revenues by 
selling high-priced wool. This has led some unauthorized departments to 
exceed their authority in setting prices, and neighboring provinces, 
autonomous regions, and grass-roots units in one prefecture are squabbling 
over floating prices and vying with each other over the supply of goods. 


As of the end of July, the price of ungraded fine wool in Gansu had inflated 
to 10 yuan and 6 jiao per kg. This is 70 percent higher than original price 
of grade-1 fine wool, 19 percent higher than the highest limit set by the 
Gansu government, and 21 percent higher than the 1985 price. The price of 
tuzhong wool had inflated to 8 yuan 8 jiao and 2 fen, for an increase of 111.5 
percent ofer the original price. The other three provinces and autonomous 
regions have also adopted various methods to raise wool procurement prices 
significantly. 


Under this circumstance of sharply rising wool procurement and supply prices, 
prices are even more confused at grass-roots units in each province and 
autonomous region. A tendency has arisen for various prices to coexist in the 
same market. For example, in Xinjiang a single variety of wool simultaneously 
has a base price (that is, parity), a negotiated procurement price, a 
proportional price, a cleaned wool valuation, and a weighted average price 
figured at a 70/30 ratio of parity to negotiated prices. 
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Such a large increase in wool prices has caused the cost of raw wool used by 
wool spinning enterprises in the fom’ provinces and autonomous regions to rise 
more than 150 million yuan. This will reduce profits at the First and Third 
Lanzhou Wool Spinning Plants by 21.1 million yuan. It is projected that these 
two enterprises will lose 4.21 million yuan in 1987. If Xinjiang uses only 50 
percent negotiated-price wool it will spend over 40 million yuan more. In the 
first half of 1986 profits dropped 5 million yuan and in the second half of 
the year they will drop another 10 million yuan. Figured at only a 25 percent 
float on wool prices in Nei Mongol, profits at wool spiming enterprises there 
will drop 18.48 million yuan. 


3. Quality inspection standards have been relaxed and wool quality is 
increasingly poorer. Because the wool supply is tight, opportumists have had 
a chance to take advantage of the situation, and confusion and deception have 
become more and more serious. In Gansu, a small mumber of people have had the 
audacity to establish phony “processing plants" to “process” the wool 
especially for stock farmers who cannot be deceptive. From this they extract 
illegal profits. The Xarag Procurement Station in Dulan County Qinghai issued 
one load of wool to the Qinghai Livestock Products Company's fine-wool 
department on 19 July, and, when it was inspected after being dried in the sun 
and shaken by hand, it contained 24.5 percent sand. In order to extract more 
income from wool, some grass-roots procurement units have not followed state 
standards in their quality inspections, and have intentionally raised grades 
and prices. Covert price hikes are fairly widespread. In Gansu some grass- 
roots cooperatives have purchased ungraded wool; in Xinjiang each variety of 
wool purchased commonly has been jacked up one grade over last year; in 
Qinghai grade-1 wool comprised 40 percent of the wool procured in 1983, and 
this has risen to 70 percent in 1986. The grades of wool procured by these 
provinces and autonomous regions essentially cannot be clearly discerned, so 
enterprises cannot process the wool. In the past, the wool strips produced by 
the Hohhot Wollen Strip Mill contained only six kinds of wool: fine special 
wool, fine grades 1 and 2, gai grades 1 and 2, ard hua [5363] wool. Now it is 
forced to add three "new" varieties: fine mixed, gai mixed, and general mixed 
wools. 


4. Management expenses have increased in all levels of the administrative 
sector. The 32,000-plus tons of wool stored in the four provinces and 
autonomous regions holds up 200 million yuan in funds, making it necessary to 
pay 1.3 million yuan per month in interest on bank loans. In Nei Mongol, for 
example, nearly 30,000 tons of wool is stored and the interest on loans 
requires nearly 1 million yuan per month. If this wool continues to be kept 
in stock the animal products companies will cease to make a profit and begin 
to suffer losses on wool operations. If the provinces and autonomous regions 
do not permit outflows of wool, the administrative sector will have no way to 
get out of selling wool at high prices outside the province. And, if the 
industrial sector does not accept high-priced lccal wool, many millions of kg 
of precious raw materials will rot in warehouses. 


The scramble to buy wool has caused prices to rise and never fall. Stock 
farmer incomes may increase 260 million yuan over what they were before prices 
rose in 1984. Counties have received a total of 60 million yuan in commodity 
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circulation taxes, up 18 million yuan over what was brought in before prices 
rose. Divided among the nearly 300 counties that produce amd sell wool, each 
county has received only 60,000-plus yuan. All the grass-roots cooperatives 
have received a total of 54 million yuan in proxy purchasing fees, up 16 
million yuan over receipts prior to tre price increase. However, after taking 
care of varirais expenses, they have earned very little. 


Inasmuch as “the great wool battle” has caused so much damage, why were we 
been unable to suppress it at an early date? There are many reasons. 


As far as the stock farmers are concerned, they are unwilling to sell the wool 
they have on hand to the state at the state's list price. Rather, they wait 
to see if the price will rise before they s2ll. For example, in Dasujisum 
(township) in Darhan Muminggan Lianhegi Banner, Nei Mongol, there are two 
peasant househoids, one of which raises 45 head of sheep and the other which 
raises 30 head of sheep. They sheared 125 kg and 75 kg of wool, respectively, 
and each household sold half. When I asked them why they did not sell all 
they had, they replied that the supply and marketing cooperative pays one 
price for wool one day and another price another day, and then gets an even 
higher price at a cooperative farther away or outside the banner, so it can't 
be so bad to keep the wool at home. 


Governments at the county level rely on wool to balance out revenues and 
expenditures. They all seek to increase tax reverues by increasing prices, 
and they support administrative units that sell at high prices outside the 
county and thus increase county receipts. After they divide up public 
finances, each county assigns responsibility for revenues and expenditures. 
Most of the counties in these four provinces and autonomous regions 
concentrate on animal husbandry. The livestock industry is the major source 
of public revermes and wool is the chief livestock product. In Barkol Kazak 
Autonomous County, Xinjiang, livestock products alone account for one-sixth of 
the county's revenues. In 1986, 150,000 yuan worth of revenues and 
expenditures did not balance out, and the county government required the Cha 
Livestock Company to bear the burden. The secretary of the county Party 
committee quided personnel from each department in administering the wool 
market, and this company had no choice but to raise the price of wool and make 
an issue of selling to outside areas. 


Livestock product management departments hold that after the wool market was 
deregulated and envigorated, economic measures were not coordinated with it 
and administration and sales woth became difficult. Seventy percent of the 
wool procured in Xinjiang is done according to directive planning and 30 
percent is done through deregulated operations at a negotiated price. Most 
counties do not acknowledge any directive planning. Karamay Shi conducts all 
procurement at negotiated prices, and Urumgi Shi admits to only 49 percent 
directive planning. In this, it is of no avail for the higher-level 
departments in charge to intervene administratively. If the companies have 
even fewer economic measures, it will impel the localities to execute 
directive planning. According to estimates, throughout Xinjiang the wool 
procured at par wider directive planning amounts to at most one half. A 
similar situation exists in Gansu and Nei Mongol. 
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The fundamental reason that the "great wool battle" has long been unsuppressed 
is that wool output and wool imports fall far short of meeting demand in the 
wool spinning industry. in 1986 140,000 tons of domestic wool and imported 
washed wool can only supply 80 percent of the wool needed for the 1.2 milJion 
spindles in wool spinning enterprises planned for by the Ministry of Text le 
Industry. The remaining wool spinning enterprises, with 600,000 empty 
spindles, are all wrangling over domestic wool. Because township enterprises 
are exempt from 18 percent of the product taxes, have nobody doing quality 
inspections, and have nobody bothering about sales prices, they can buy 20 to 
30 percent higher than the large plants and still not lose money. Thus, a 
situation has appeared in which the small squeeze the large, the inferior 
Squeeze the superior, and the "small fish eat the large fish." 


All the departments concerned in the four provinces and autonomous regions are 
now developing their respective schemes for suppressing this "great battle." 
The injured parties that have "taken part in the battle" are also awaiting the 
early appearance of a plan to end it. 
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AGRICULTURE 


STATUS CF ANHUI LIVESTOCK INDUSTRY REPORTED 
Hefei ANHUI RIBAO in Chinese 14 Dec 86 p 1 


[Article by the Anhui Bureau of Statistics: "Animal Husbandry Is Developing 
in Anhui, But. We Must Not Be Sanguine About Our Prospects: The Number of Sows 
Continues To Decline, Feed Prices Are Up, and Epidemic Prevention Is Poor"'} 


[Text] Livestock industry production has been good in 1986. According to 
projections in the departments concerned, at the end of the year Anhui had on 
hand 4,823,000 head of draft animals, for an increase of 7 percent over 1985; 
2,476,000 head of sheer 1p 14.9 percent over 1985; 12,551,000 head of live 
Swine, up 1.4 percer~ dad 8,971,000 slaughtered hogs, up 2.1 percent. The 
poultry industry has . ~ grown: it is estimated that there were 151,880,000 
Slaughtered fowl ky the end of 1986, for an increase of 16.4 percent, and egg 
cutput was up 0.9 percent. Rabbit production assumed a declining trend: it 
is estimated that the number of rabbits slaughtered by the end of 198€ was 
down 29.4 percent from 1985. 


Right now there are still some problems in livestock industry production in 
Anhui. The primary problem is that the number of brood sows continues to 
decline. It is estimated that we now have only 820,000 brood sows, down 4 
vercent from 1985. In the key hog production regions of Fuyang and Suxian 
Prefectures, the number of hogs on hand has dropped by a large margin, the 
body weights of live hogs have declined, pork output had decreased, and the 
lean meat ratio is rather low. Feed prices everywhere have jumped about 50 
percent, so the cost of pig production has increased and benefits have 
declined. In particular, after rural circulation channels proliferated 
epidemic disease infections among livestock and poultry increased. In some 
places epidemic prevention mechanisms are unsourd: there are few personnel, 
poor medical facilities, and few kinds of medicines, resulting in needless 
livestock and poultry deaths. 
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AGRICULTURE 


SHORTAGE OF AGRICULTURAL PLASTIC FILM IN JIANGSU 
Nanjing XINHUA RIBAO in Chinese 7 Dec 86 p 2 


[Article by Qiu Hanlin [0092 3352 2651] under the rubric "Market Watch": "We 
Must Quickly Solve the Shortage of Agricultural Plastic Film in Jiangsu") 


[Text] Although this is the slack season for supplies of agricultura)] plastic 
film, many places in Jiangsu are already sold out. The primary reason is that 
there is an insufficient supply of goods. According to statistics, commercial 
stores of plastic film for agricultural use now total only 4,500 tons, or 77 
percent less than was available at the same time last year. There is an 
average of only 2 tons or so of plastic film for each township in Jiargsu--the 
supply has bottomed out. The agricultural resource departments of many 
counties and townships have already run out of supplies ard are sending people 
one after another across the country to make cuick purchases of agricultura)] 
plastic. But, "If we are short, everybody else is short, too": these 
emissaries have run in a big circle and returned empty handed. Consequently, 
in many places the sellouts and short supplies are spreading. People ure 
worried about the supply of agricultural plastic for next spring, and there is 
an urgent need for the departments concerned to take steps as early as 
possible to "expand the sources and increase supplies." 


Surveys and projections from all over indicate that in 1987 the demand for 
agricultural plastic will increase. We estimate that next year we will need a 
total 25,000 tons of agricultural plastic in Jiangsu, for an increse of 
nearly 10 percent over 1986. The major reason for this is that cultivating 
with plastic mulch has become important in striving for bumper harvests. 
Various places are now acting on demands raised in Jiangsu to "stabilize grain 
production and increase cotton output" and "to suitably expand the cotton 
growing area and improve unit yeilds." Plastic film is being used in 
agriculture to an expanding degree. Rural cadres and people report that if we 
want to increase production, raise grain and cotton yield, and grow winter and 
spring vegetables successfully, we must have enough plastic film. However, 
relevant sources have revealed that the planned distribution of agricultural 
plastic in 1987 may be maintained at the same level as in 1986. Thus, the 
supply of agrucultural plastic next year will only meet about half of the 
need. Consequently, if we do not take prompt measures to increase the sources 
of supplies, it will inevitably result in a severe shortage of plastic film in 
1987. 
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Jiangsu has a fairly large capacity to produce plastic film for agriculture. 
The "difficulty in increasing" the planned distribution of agricultural 
plastic in 1987 is primarily due to raw material problems. Although the 
parties concerned have recently been working on ways to resolve these 
problems, progress has been slow and desired results have been slight. 
Between now and the peak supply season next spring we have only about 4 
months time in which to resolve this great a shortfall of agricultural 
plastic. We have a production and allocation and transfer process, and we 
fervently hope that the relevant departments will take further measures to 
improve arrangements for raw materials and actively organize enterprises to 
produce more goods at an earlier time. Management departments should quickly 
take care of procurement and allocation and transfer tasks to ensure that 
plastic film is supplied to farmers in good time to successfully undertake the 
1987 spring plowing, strive for a new bumper harvest, and provide good 
material conditions. 
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AGRICULTURE 


RURAL RESTRUCTURING IN YUNNAN ANALYZED 
Kunming YUNNAN RIBAO in Chinese 12 Dec 86 p 3 


[Article by Liu Shigiang [0491 0013 1730] under the rubric "Solicited Essays 
'On Ways and Means of Enriching the People and Making Yunnan Prosperous'": 
"An Analysis and Forecast of the Readjustment of Rural Industrial Composition 
in Yunnan" ] 


[Text] After we implemented the output-related system of contracted household 
responsibility in the countryside and opened up pricing on the purchase and 
sale of agricultural and sidelines products, the rural commodity economy in 
Yunnan flourished and developed rapidly. One notable characteristic of the 
commodity economy is that it is geared to the mrket and considers the needs 
of society. The old composition of agricultural production is already 
obviously unsuitable, and this requires us to change our original industrial 
composition to suit the new form of commodity economy. Within agriculture, 
there are issues of readjustment and coordinated development between grain 
crops and cash crops, between the assorted varieties of grain and cash crops, 
and between agriculture and animal husbandry, forestry, and fishery. 


In 1985, in accordance with social demand, we initiated a major readjustment 
of rural industrial composition all over Yunnan. The circumstances of this 
change occurred roughly as follows: We readjusted the first level of 
industrial composition (the planting industry) to substantially reduce the 
grain growing area and rapidly develop primary cash crops. We increased the 
cash crop area in Yunnan 1,166,000 m over 1984, and its share of the total 
planting area rose from 8.7 percent in 1984 to 11.6 percent. In particular, 
we expanded cultivation of tobacco, sugarcane, tea, fruit, and early-ripening 
winter and spring vegetables. Right now the momentum for growth is just 
unfolding. The major reasons for expanding cash crops are first that prices 
for industrial products used in agriculture rose and grain production costs 
universally increased, and second that the price parities between agricultural 
products were unreasonable and the profits from growing cash crops far 
surpassed those from growing grain. We readjusted the second level of 
industrial composition (forestry, animal husbandry, and fistery) by taking new 
strides. In forestry, through the "three fixed" and "two mountain" campaigns, 
we resolved a mumber of disputes over forest authority, and this issue is now 
becoming more stable. We: further perfected the responsibility system, and we 
accelerated the progress and improved the quality of afforestation. We made 
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gratifying changes in the composition of forest types and tree varieties: the 
proportions of economic forests, fast-growing high-yield forests, and 
protective forests were increased and some places began choosing to plant 
valuable and rare varieties of trees. At the same time, we began to play 
close attention to developing the diverse economic and ecological benefits of 
forestry. After autogenous pigs in the livestock industry were withdrawn from 
assigned procurement, although we continued to pay close attention to pig 
husbandry, we began to actively develop herbivorous livestock, with the main 
thrust toward improving the slaughter rate. With a focus on improving 
economic benefits, in order to satisfy demand on the urban market we developed 
poultry, egg, milk, and rabbit production, all of which bring higher returns 
on husbandry, . In 1985 the value of output in the Yunnan livestock industry 
was 1.7 billion yuan, up 8.3 percent over 1984. In the fishery industry, due 
to the policy of “emphasizing breeding; uniting state, collective, and 
individual efforts; and focusing on support for key households and specialized 
households," we concentrated on raising fish in paddy fields, warm water, net 
pens, and natural running water. We tentatively brought "four 
transformations" to the fishery industry in Yunnan: we switched from the 
traditional focus on catching fish to a focus on artificially breeding them; 
from extensive fishery to intensive, high-yield cultivation; from fish 
breeding for personal consumption to fish breeding for commodity production; 
and from breeding low-quality fish to breeding high-quality fish. In 1985 the 
output of aquatic products reached 25,000 tons, up 15.7 percent over 1984. 
Readjustment in the third level of industrial composition (industrial, 
commercial, construction, transportation, and service industries) has 
developed significantly. The trend of township enterprise development is 
particularly vigorous. The gross income of township enterprises in 1985 is 
estimated to have increased 41.2 percent over 1984. Among township 
enterprises, we made development breakthroughs in the food industry, 
construction materials industry, coal industry, transportation industry, and 
service industry. Although readjustments to this level of industrial 
composition are carried out outside of agricultural production, they hinge 
upon whether the first and second levels of industry can supply sufficient 
agricultural and sidelines products. In addition, they require a suitable 
volume of funding, relatively expensive equipment, a rather high level of 
technology, and the establishment of multifaceted contacts with outside 
markets. Consequently, readjustment to this third level is somewhat more 
difficult than it is in the first and second levels of industry. 


From an analysis of the above circumstances, we can see that Yunnan has just 
begun to readjust rural industrial composition. Future readjustment of rural 
industrial composition will be based on the principle of comprehensive 
development in agriculture, forestry, animal husbandry, sidelines, and fishery 
and composite operations in agriculture, industry, commerce, and 
transportation. These readjustments will focus on bringing local advantages 
to bear, and they will act according to objective economic laws. The general 
trend of readjustment will develop along the lines of "a foundation in the 
planting industry, development through the breeding industry, and 
intensification through the processing industry." 


In planting industry composition, the grain foundation will be strengthened 
and the ratio of grain crops to cash crops will gradually become balanced. 
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The decline in grain production in 1985 brought people to the profound 
recognition that objective laws exist in the interrelationships between the 
various sectors of agricultural production, and that they are not changed by 
human determination. These laws dictate that specialization in agricultural 
production must coexist with comprehensive development in multiple sectors of 
the economy. Moreover, the scale and speed of multi-sector development is 
essentially determined by the level of development in the grain production 
sector. That is to say, agricultural development must be based on grain, but 
a diversified economy is also a condition of grain development. If we 
sacrifice the diversified economy to pay for developing grain productior, we 
will inevitably plunge all of agriculture into difficulty. 


On the foundation of development in the planting industry, we must further 
readjust and develop forestry, animal husbandry, and fishery. The results of 
development are certain to be as follows: 1) The percentage of marketable 
products will constantly improve. Furthermore, we will be able to bring 
various natural and economic resource advantages to bear and satisfy, to the 
greatest extent, the demand for forestry, livestock, and fishery products in 
social development. 2) We will be able to accomodate a considerable labor 
force in the forestry, livestock, and fishery industries, and so help laborers 
switch to nonfarming occupations. We will also gradually achieve 
specialization, commercialization, and modernization in forestry, animal 
husbandry, and fishery. 3) Modern agricultural science and technology and 
rural management and administration will be strongly injected into and merged 
with the intensified operations formed in every field of forestry, animal 
husbandry, and fishery. 


In the third level of industry, the processing industries run by township 
enterprises will rely on technology to progress toward a reasonably 
intensified internal composition. Of all rural industries, it is these 
processing fields that will acccmodate the most labor power and produce the 
greatest output value. As agricultural labor productivity rises, the 
proportion of the labor force engaged directly in agricultural production will 
gradually decline and the proportion engaged in nonagricultural production and 
management will gradually increase. The value of output from nonagricultural 
production and management will rise by a large margin, and the scale of this 
increase will be greater than the scale of increase in the gross value of 
agricultural output. In Yunnan, information is not rapidly available, 
communications and transportation are inconvenient, and management ideas and 
methods are rather backwards because economic and technical forces are weak 
and funding is insufficient. Nevertheless, there are broad prospects for 
developing township enterprises. Hereafter, township enterprise development 
will focus on enterprises operated by households and joint households. In 
terms of economic style, we will develop from an undiversified ecormmy to a 


comprehensive economy composed of agriculture, industry, and commerce. 
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GUANGMING RIBAO ON RURAL LABOR FORCE PROBLEMS 
HK231501 Beijing GUANGMING RIBAO in Chinese 31 Jan 87 p 3 


[Article by Luo Yuanzheng (5012 0337 6927): "On the Problems of the Shift 
of Our Country's Force"] 


[Text} The population problem is a basic factor of social and economic develop- 
ment. The change in and deveiopment of the population structure is an important 
sign of the level of the development of the social productive forces as well as 

an important sign of the degree of social civilization. 


The Shift of the Rural Surplus Labor Force Is an Important Problem in the 
Economic Construction of Our Country 


In the wake of the gradual modernization of social and economic life, a large 
amount of the rural surplus labor force and surplus population in many countries 
blindly pours into cities, making the urban population expand, adding to the 
burdens of cities, bringing about a series of problems in employment, medical 
treatment, housing, food, communications, and social order, and even aggravating 
the antithesis between city and country. 


Since the founding of the new China, our country has adopted the policy of 
“mutual aid of and interflow between city and country." The proportion of 
agricultural population in total population has changed, but the disparities 
between city and country and between worker and peasant are still fairly 
obvious. In 1984, rural population accounted for 68.1 percent of the total 
population of society, agricultural population was large, and the problem of 
the expansion of population in cities, particularly large cities, was fairly 
serious. To control the expansion of urban population, we took many 
administrative measures, including refusing to handle applications for dealing 
in commodity grain and for change in permanent registered residence by peasants 
entering cities. This, however, could only reduce urban population growth to 
a certain extent and could not, in the end, obtuin a rational ratio of 
agricultural to nonagricultural population or find a way out for the rural 
surplus labor force. Therefore, the problem of the shift of the rural surplus 
labor force to nonagriculture is still a very salient and arduous problem in 
the socialist economic construction [words indistinct] country. 
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Our country is a developing country and its economy and technology are rela- 
tively backward and labor productivity also very low. The average income of 
each rural laborer of our country in 1985 was 993 yuan. In this situation, 
although the industrial output value of our country in 1984 accounted for 
67.5 percent of the gross industrial and agriculture, due to the under- 
development of our country's industry, the rural labor force still accounts 
for 74.3 percent of the total labor force of our entire country, while rural 
population makes up 68.1 percent of the total population. Agriculture is the 
main source of people's means of subsistence and agricultural development 

can promote market business. It is also the foundation of the national 
economy as a whole. The rural situation is very important. It is therefore 
the major task of the social and economic development of our country to solve 
the rural problems. 


Our country first carried out reform of the rural economic structure with the 
implementation of the system of contracted responsibilities on the household 
basis, with payment linked to output as the center and scored very great 
achievements. Relaxing rural economic policies and invigorating the rural 
economy has not only greatly promoted the development of rural productive 
forces but also served a dual purpose in solving the problem of the population 
structure of our country and promoting the rational distribution of population 
of our country. On the one hand, reform of the economic structure has aroused 
peasants’ enthusiasm for production, raised agricultural labor productivity, 
emancipated a large amount of the rural labor force, and enabled peasants to 
have right to use land privately, to control and use their working time more 
independently, to produce commodities with high economic value and which are 
needed by society, and to possibly switch to nonagricultural departments. On 
the other hand, with the development of the rural commodity economy, particu- 
larly with the springing up of township and town industrial and commercial 
enterprises and service trade like bamboo shoots after a spring rain, not only 
a large amount of agricultural population has been absorbed but also at the 
same time the small market towns scattered in rural areas have been made 
prosperous and the rural market towns will become cities more quickly. This 
shows the course of the future development of Chinese cities. 


Readjusting The Production Structure Is the Basic Way to Shift the Rural 
Surplus Labor Force 


The shift cf the rural labor force of our country at the present stage is 
roughly developing in two directions: 1. Readjustment is carried out 
within the primary industry and planting will shift to animal husbandry, 
fishery, forestry, and fruit-growing; 2. The primary industry will shift 
to the secondary and tertiary industries. 


According to the statistics of the relevant data, by the end of 1985, the 
gross output value of the rural township and town enterprises (including 

enterprises jointly run and individually run by peasants) had amounted to 
248 billion yuan, accounted for 15.3 percent of the gross social output of 
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our whole country, made up 40 percent of the gross rural social output value, 
and was equal to the gross social output value of our whole country in 1964; 
the number of the workers of the township and town enterprises was 64 million 
and was basically equal to the total number of workers of the enterprises 
under ownership by the whole people in the same period. There are six 
advantages in finding a way out for such a large rural surplus labor force 

on a local basis, by making them leave farmwork but not leave rural areas 

and by making them go to factories that are not in urban areas: 1) Solving 
the problems of employment and food of a large number of people without a 
large force of unemployed people and serious social problems caused; 

2) economizing on the state investment in fixed assets for making arrange- 
ments for this surplus labor force and if calculated on the basis of 

21,000 yuan for each person, being able to save 134,000,000 yuan; 3) avoiding 
urban population inflation and investment in city construction; 4) creating 
conditions for increasing the inco 2 of the labor force engaging in agricul- 
ture and avoiding “a bowl of rice" to be shared by two persons; 5) creating 
more wealth for society, each agricultucal laborer creating an average of the 
output value of about 900 yuan a year, and each worker of the township 
enterprises creating an average of the output value of about 4,000 yuan a 
year; 6) promoting the readjustment of the rural production structure. 


Except for the foregoing advantages, the township and town enterprises which 
have emerged on the vast land of China also have their own strong points, 
which are: 1) Being easy to bring into play the potential of the labor force 
and means of production, flexibly absorbing all kinds of labor forces, includ- 
ing the auxiliary labor force, and being able to utilize simple buildings 

and equipment to the greatest extent; 2) suiting the technical ability, 
experience, and management level of the rural shifted labor force and providing 
peasants with a good opportunity to give play to their wisdom and ability; 

3) being able to economize on funds and to reduce the consumption of energy 
and beneficial to environmental protection and ecological balance. In short, 
its characteristics are that the scale is small, investment little, results 
quick, profits large, and commodity rate high and it is a good form to develop 
commodity production and the rural economy. In the course of shifting the 
rural labor force, there is a law that the more developed a region is, the 
quicker the speed of shift is. 





The employment structure of the Chinese rural labor force has changed very 
little in the past 30-odd years but it has begun to undergo a marked change 

in the past 5 years. By 1985, 39 million people of the some 370 million rural 
laborers had engaged in the secondary industry. The proportion of the number 
of people engaging in the secondary industry in the total the rural labor 
forces increased from 7 percent in 1980 to 10.4 percent and the pumber of 
people engaging in the tertiary industry in the total rural labor forces also 
increased from 3.8 percent in 1980 to 7.7 percent. This shows that the 

rural economy of our country has begun to change from the traditional state 
of the natural economy in which all labor forces were confined to the Limited 
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arable land and that over a long period of time, the agricultural economy 
had been the abnormal situation in going it along for the grain economy. 

A new situation in the comprehensive development of agriculture, industry, 
commerce, construction, and transport has emerged. This has played a very 
important part in basically changing the situation in which "800 million 
peasants engaged in agriculture only" and in promoting agricultural labor 
productivity. 





The Development of the Commodity Economy Is an Effective Way to Shift the 
Rural Surplus Labor Force 


The vigorous development of the planned socialist commodity economy and 
speeding up of socialist modermization is the foundaticn to solve the popula- 
tion structure of our country. In the rural areas of our country, promoting 
agricultural labor productivity, developing diversification suitable to the 
characteristics of the various regions, and developing the production and 
circulation of commodities in many forns and through many channels is a basic 
demand on forming a benign cycle of the rural economy. The development of 
township and town enterprises, rural specialized households and specialized 
villages and the development and perfection of all forms of the system of 
contracted responsibilities with payment linked to output is playing an 
important part in the rational development of the population structure. 
Following the change from the self-supporting and semi-self-supporting economy 
to large-scale commodity production and from traditional agriculture to 
modernized agriculture, it will provide brilliant prospects and better forms 
for solving the problem of the rational development of the population 
structure of our country. 





In the wake of the development of the social economy, che shift of the rural 
labor force and rural population is an unavoidable tendency. The problem is 
to find a feasible way. 


The rural areas of our country now have 370 willion laborers and according to 
the plan for modernized development, by the end of this century, agriculture 
will need only 160 million laborers and there will be 210 million surplus 
labore-s. At the same time, the urban areas will have 200 million people, 
100 million of whom will be laborers and the number of people awaiting 
employment will exceed 10 million. There is ¢ certain contradiction between 
the ehift of the rural labor force to cities. The shift of the rural labor 
force must not be too quick and must progress steadily. However, in spite 

of the contradiction, reform of the rural economic structure of our country 
iuas provided brilliant prospects for the rational development of the 
population structure. In such a country as ours, which has 4 population of 

1 billion, which has such a vast territory, and whose economic development 

is very uneven, it is necessary to effectively solve the problem of the 
population structure well and at the same time to take such measures as are 
suitable to local conditions. In the light of the actual situation in 

which our country has 1 billion people, 68 percent of whom are in the rural 
areas, we must first formulate a strategy and policies suitable to the state 
of our country. It is true that our country has just begun solving the problem 
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of the population structure and we still lack mature experience. In the 
course of shifting the rural labor force, we must carefully prevent the 
“city illness" which makes many countries feel headache by preventing 

the rural iabor force from blindly pouring into cities, resulting in 
difficulties of employment, in the short supply of food, energy, comnmunica- 
tions, housing, and water, and in crowded cities, pollution, and bad social 
order. However, it is believed that following the penetrating development of 
reform of the economic structure, the measures for and form of solving the 
problems of the structure, distribution, and movement of the population of 
our country will improve and be perfected more. 
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POPULATION 


BRIEFS 


TIANJIN FAMILY PLANNING--Tianjin Municipality has effectively brought under 
control a blind population increase in recent years. Its planned birth rare 
increased from 83.2 percent in 1981 to 97.35 percent in 1986. In urban arvas, 
the planned birth rate was more than 99 percent for 5 years in succession. 

A total of 660,000 —arried couples throughout the municipality have received 
their one-child certificates. Th. multiple birth rate deciined from 4.4 per- 
cent in 1981 to 0.18 percent in 1986. During the Seventh 5-Year Plan period, 
the number of people of child-bearing age in the municipality will increase 
to 2.29 million as against 2.15 million in the Sixth 5-Year Plan period, but 
the population birth rate is required to be kept down to approximately 

15 per thousand, a decline of 2 per thousand from the Sixth 5-Year Plan 
period. [Summary] [Tianjin City Service in Mandarin 0030 CMT 15 Feb 87 SK] 
/8309 
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CONSTRUCTION — 


JILIN RESULTS OF URBAN HOUSING SURVEY RELEASED 
SK100527 Changchun JILI% RIBAO in Chinese 24 Feb 87 p 2 


[Excerpts] The first national survey of urban housing, made by the Ministry 
of Urban and Rural Construction snd Environmental Protection and the State 
S‘atistical Bureau with the approval of the State Council leaders, has been 
successfully completed. In accordance with the stipulation, a total of 151 
cities and towns in our province, including 12 cities, 35 counties, and 104 
towns and independent industrial aml mining zones, were covered by this survey. 
Results of the survey show that at the end of 1985, total floor space of 
housing in cities and towns throughout the province came to 132.11 million 
square meters. Of this figure, total floor space of old housing built before 
the liberation came to 12.275 sillion square meters, merely accounting for 
9.3 percent of the total; and that of post~-liberation, 119.835 million square 
meters, accounting for 90.7 percent. In addition, houses built in the past 

5 years make up one-third of the total. This vividly indicates the great 
achievements scored by our province in socialist construction over the past 
30 years or so. 


Of the total housing in cities and towns, floor space of housing in 12 cities 
came to 74.675 million square meters, accounting for 56.5 percent of the 
total; and that in counties and towns, 57.435 mtilion square meters, account- 
ing for 43.5 percent. In terms of economic sectors, housing owned by the 
State departments came to 96.45 square meters, 73 percent of the total; that 
by collective units, 8.12 square meters, 6.1 percent: that by individuals 

for private use, 27.46 square meters, 20.8 percent; and the rest, 80,000 
square meters, 0.1 percent. 


Of the housing in cities and towns throughout the province, residential 
tousing came to 68.671 square meters, 51.98 percent of the total; used for 
industrial aud transport warehouses, 37.68 million square meters, 26.25 
percent; housing for commercial service use, 9.268 million square meters, 
7.02 percent; housing for educational, medical, and scientific research uses, 
10.45 million square meters, 7.91 percent; that for cultural, sports, and 
recreational uses, 1.46 million square meters, 1.1 percent; that for other 
uses, 2.483 million square meters, 1.88 percent. Total floor space of housing 
for serving the people's material and cultural lives and for commercial, edu- 
cational, and cultural uses came to 98.849 miilion square meters, accounting 
for 68 percent of the total. 
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MINERAL RESOURCES 


SHAANXI HOLDS CONFERENCE ON GOLD PRODUCTION 
HK201235 Xian Shaanxi Provincial Service in Mandarin 0030 GMT 19 Feb 87 


[Excerpts] After attending a provincial conference on gold production work, 
this station's reporter (Bao Li) has learned that our province has made 
notable progress in gold production. In 1975, our province got the 14th place 
in a list of best gold-producing areas in China. Last year, our province got 
the eighth place in the list. 


Vice Provincial Governor Zeng Shenda said: Starting from thig year, our 
province will implement separate listing in the plans for the gold industry. 
Relevant departments must give priority to arranging funds, electric power, 
transport, goods and materials for the gold industry. 


During the Sixth 5-Year Plan, our province's gold output increased at an 
average rate of 38.4 percent a year. By the end of last year, our province 
has established 6 vein gold mines, 6 alluvial gold mines, and a total of 

47 medium-sized and small-sized gold mines of various types. 


In his speech at yesterday's conference on gold production work, Vice 
Provincial Governor Zeng Shenda stressed: The work of exploiting gold mines 
must be carried out on the premise of a rational division of resources and 
must be carried out in a planned and organized way, with the state, collec- 
tives and individuals jointly participating in the work. 


All gold ores excavated by the masses must be sold to the state's designated 
purchasing centers. No individuals are allowed to be engaged in the 
activities of buying and selling gold ore. 
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MINERAL RESOURCES 


SHAANXI RADIO CALLS FOR PROMOTING GOLD PRODUCTION 
HK201257 Xian Shaanxi Provincial Service in Mandarin 0030 GMT 19 Feb 87 


[Station "short" commentary: "Pool the Wisdom and Efforts of Everyone to 
Speed up Gold Production"] 


[Text] Dear listeners, our province's annual gold output has ascended to 
eighth place in the last of best gold-producing areas in China. This is 
heartening news. The development of gold production is undoubtedly good 
news to this province, which is economically backward by comparison and is 
deficient in construction funds. 


Judging from the known gold deposits in our province, most gold deposits are 
distributed over areas of Qinling and Bashan, where people are still living 
in poverty by comparison. Energetically developing gold production in these 
areas will enable the masses there to break away from poverty and become 
rich as quickly as possible and will also accumulate construction funds for 
these areas. This is really killing two birds with one stone. 


Tongguan County was very poor in the past. In 1985, it became our province's 
first county with an annual gold output of 10,000 jin. The county's profits 
made from gold production last year amounted to 6.7 million yuan, with every 
worker engaged in gold production creating a profit of 2,688 yuan on the 
average. There are bright prospects for gold mining. 


The provincial government has decided to enertegically develop gold production 
in our province during the Seventh 5-Year Plan and has therefore adoped a series 
of measures to promote the development of the gold mining industry. We hope 
that the gold mining industry will promote gold production and marketing in 

our province in a planned, organized, and well-guided way, bring about 
prosperity for our poor mountain areas, and accumulate more construction 

funds for our province. 
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MINERAL RESOURCES 


BRIEFS 


HEILONGJIANG GOLD OUTPUT--In 1986 the local and individually-owned gold 
production units throughout Heilongjiang Province scored marked achievements 
in production. Their total output registered a 38-percent increase over the 
1985 figure. The province's total gold output showed a 22.2-percent increase 
over the 1985 figure, which topped the country's yearly average increase in 
this regard. There are seven counties in the province which scored more than 
10,000 liang in their annual gold output, which ranks them first in the 
country in this regard. [Excerpt] [Harbin Heilingjiang Provincial Service 
in Mandarin 2200 GMT 12 Feb 87 SK! /8309 
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HONG KONG 


ZHONGGUO XINWEN SHE COMMENTARY ON 1987 ECONOMY 
HK250705 Hong Kong ZHONGGUO XINWEN SHE in Chinese 0656 GMT 24 Feb 87 


[Commentary by correspondent Zhong Yun (6945 0061): "Hong Kong's Economy 
Will Continue Booming This Year-——-ZHONGGUO XINWEN SHE headline] 


[Text] Hong Kong, 24 Feb--The Hong Kong economy characterized by high growth 
and low interest, inflation, and unemployment rates will continue to maintain 
its outstanding strong points this year. It is expected to grow 6 percent for 
the entire year. The publication of major investment plans and continuous 
large-scale takeover activities in the first 2 months of the year herald a 
more magnificent development in Hong Kong's economy this year. 


Export trade remains the motive force of the development of the Hong Kong 
economy. This year's export trade is estimated to increase 10 percent. This 
is because market demand in Europe and the United States for Hong Kong 
products is strong and there is a steady flow of orders from Europe and the 
United States to Hong Kong; Hong Kong's exports to Japan and South Korea have 
ircreased considerabiy; moreover, Hong Kong products are moving to the track 
of top quality and high value, and the manufacturing industry has been busily 
engaged in production since the beginning of spring. Direct investment by 
foreign investors in the industry has lasted vigorously for a long time. 
However, the forthcoming ever-escalating U.S. trade protectionism will pose 

a graver threat to Hong Kong's manufacturing industry and its products. 


Entrepot trade will increase impressively. In view of the long 
standing weak Hong Kong dollar, the steady hikes in the prices of most 
industrial raw materials, and the pay rises resulting from strained labor 
supplies, it has been estimated that the marginal profits of manufacturers 
and business firms will drop slightly. 


The banking industry will also have good times this year. Through capital 
rescheduling and various investment and takeover plans, some big firms have 
raised funds smoothly. This not only provides a way out for Hong Kong's ample 
money supplies, but also indicates that the banking community is optimistic 
about Hong Kong's economic future. The banks have sold out mortgaged 
properties given up by customers due t loan payment failures, and the number 
of bad or uncollectible debts in their hands ‘as further diminished. Hence, 
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there is a significant improvement in their financial situation. With the 
promulgation of the new bank regulations and the tightening of government 
supervision and control over the banks, the problem of bank failures emerging 
one after another in the last few years has been gradually solved. Foreign 
capital is continuously expanding in strength in the Hong Kong finance 
industry, and the Hong Kong banking industry is becoming more international 
and diversified with each passing day. More fund raising is conducted in the 
market through issuance of negotiable securities and by providing more new 
financial facilities. This has thus further increased Hong Kong's capability 
to compete in the international money market. This, plus the bullish stock 
market which progressively hit record highs and the insurance industry and the 
futures sector which are developing rapidly in business, will further 
consolidate and raise the status of Hong Kong as the Far Eastern financial 
center. 





While recovering, the property industry is developing specifically. The markets 
for offices, shops, and factory buildings will be promising. More and more 
foreign investors have been taking a share in the industry and their influence 
on the property market will increase day by day, particularly on property 
projects that promise high returns on investment. At present, the investment 
return rate of Hong Kong ranges from 7 to 10 percent, much higher than that 

of London, Tokyo, and Singapore. According to estimates, because vacancies 
for medium-sized and small apartment units slightly increased last year and 
the supply of such units will greatly increase this year, their prices will 

be stable or readjusted downward in the second half of the year, since they 
lacked momentum for further hikes. The godown industry will benefit from a 
brisk trade. The prospects for the building industry are bright. Large-sized 
government projects with the participation of the private sector under con- 
struction involving more than HK$300 million in building costs can be found 
everywhere in Hong Kong Island, Kowloon, and the New Territories. 


With the weakening of the Hong Kong dollar, industry and commerce will continue 
to boom and tourism facilities to improve constantly. The number of tourists 
to Hong Kong this year is estimated to increase by 5 to 7 percent and that of 
tourists and businessmen going to the China mainland via Hong Kong to increase 
by a wider margin. If the Hong Kong Government abolishes its airport exit 

tax, the tourism industry will gain greater benefit. 


Dorestis economic activities are bustling, the number of the employed has 
increased, the citizens’ spending capability will continue to expand, and 
retail and catering in‘ustries will continue to flourish. According to 
estimates, private spending will increase by about 6 percent and this year's 
inflation rate rise by 5 percent, a rate slightly higher than the previous 
year. 
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HONG KONG 


TA KUNG PAO COMMENTS ON 1987 BUDGET 
HK260630 Hong Kong TA KUNG PAO in Chinese 26 Feb 87 p 4 
["Short Commentary: "A Budget That at Once Gladdens and Disappoints People") 


[Text] Financial Secretary Piers Jacob's Budget since taking office has 
aspects that gladden and disappoint people. 


In the last fiscal year, the society was stable, the economy developed in an 
all-round way, and the Hong Kong Government's financial surplus amounted to 
HK$3 billion. Production growth rate was 9 percent, che inflation rate 
remained low, and the unemployment rate was alse the lowest in many years. 
The production growth rate for the coming year is estimated at 6 percent. 
Given the improving situation, the budget for the next fiscal year will 
slightly increase or reduce various taxes. Although expenditure in public 
services is to be ajpropriately increased, there will still be an estimated 
surplus of HK$1.8 billion. A financial budget that can continuously preserve 
its surplus is worthy of rejoicing. 


However, reductions in salaries tax have not been quite satisfactory. Although 
the tax-free allowances for single persons and married couples are to be 
increased respectively by HK$5,000 and HK$10,000, making it possible for some 
230,000 people not to have to pay taxes, the other 400,000-odd taxpayers will 
not draw much benefit from this. A single person with an annual income of 
HK$59,000 will only pay HK$300 less in taxes. A monthly income of HK$5,000 

was considered high 12 years ago but it can only be regarded as a lower-middle 
income today. A single person with a monthly income of HK$2,900 has to pay 
taxes now. What is especially disappointing to the public is that the taxes 
for couples will still be jointly assessed. 


What merits our attention is that the Financial Secretary vigorously favored 
expanding the tax net. In addition to broadening the scope of indirect taxes, 
he will probably expand the scope of the salaries tax so that the little 
benefit deriving from an increase in tax-free allowances can hardly offset the 
increased outlays from increased taxes and charges in other areas. The 
middle-income people in particular, cannot enjoy highly increased tax-free 
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allowances but have to pay for the many taxes collected by the Hong Kong 
Government. No wonder the public criticize this as discrimination against 
the sandwish [jia xin 1140 1800] strata. 


Naturally, being still subject to external factors, the Hong Kong economy 
should not bear large expenditure and surrender income. However, this 
budget can at most be regarded as one that will slightly improve public 
services and reduce the taxpayers’ burden. 
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